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$ COTTON PURCHASE. 



COMMITTBB ON BANKING AND CURRENCY, 

House OF Eepresentattves, 
Monday^ September Bl^ 191^, 

The committee this day met, Hon. Carter Glass (chairman), prfl- 
sidmg. 

The Chairman. The committee will come to order. Gentlemen, 
this meeting is had for the purpose of hearing representatives of 
' farmers' unions m the South upon the conditions that are prevailing 
there and with a view to having them offer suggestions to the com- 
mittee to relieve the situation. The Chair will be glad to have Mr. 
Barrett indicate the names of the speakers. 

Mr. Charles S. Barrett. Mr. Chairman, Mr. Henry will preset 
the bill; Mr. H. S. Mobley, of Arkansas; Mr. T. J. Brooks, of Missis- 
sippi; Dr. H. Q. Alexander, of North Carolina, and Mr-^ A, F. 
Thomas, of Virginia, will talk in the order in which they are named. 

Mr. Chairman, just one little correction,* if you please. It is not 
only the Farmers' Union of the South, but of the entire country. 
We have representatives here from the North, the Middle West, and 
the extreme West. 

The Chairman. We shall be glad to hear from Mr. Henry. 

I want to suggest to the committee, as has been suggested to m^ 
by a member of the committee, that each gentlemen who talks h^ 
permitted to conclude his general statement oef ore there are any in- 
terruptions by questions. 

STATElffETTT OF HON. BOBEKT L HENBT, A BEPBESENTATI7S 
IN CONGBESS EBOH THE STATE OF TEXAS. 

Mr. Henry. Mr. Chairman and gentlemen, I thank you for thf 
suggestion that each speaker be allowed to finish his remarks before 
he is interrogated. I think we can get at the matter better in 
that way. 

Mr. Chairman, at the outset, I wish to present a telegram from the 
governor of Texas, touching the cotton situation in that State. In 
my judgment the same condition obtains in all the cotton States of 
nhe South. 

AtrsTiK, Tex., September 18, 1914, 
Hon. R. L. Henry, M. C, 

Washington^ Z>. C; 

Cotton conference passed resolution with only four dissenting votes In liaip- 
mony with resolution adopted at El Paso, and with your efforts to secure cur- 
rency to be loaned either direct or through banks at 3 per cent on guaranteed 
cotton warehouse receipts. I want to add my hearty indorsement of your 
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efforts. Situation is one beyond control of individuals. National banks abso- 
lutely not aiding cotton farmers with emergency currency. Unless National 
and State Governments can aid present situation, with enormous cotton crop 
coming on market in October, bankruptcy will overtake thousands of people in 
cotton-growing States. United States Treasury has often placed hundreds of 
millions of dollars of Government money in banks for their protection. Why 
can not this be done to save the famer and the merchant in this emergency? 

' • . " O. B. OoLQtriTT, Governor of Textu. 

Gentlemen, that telegram does not overstate the case, but gives 
accurate information in regard to the situation in Texas and in the 
entire South. The conditions are simply deplorable and distressing 
there, and if something is not done by this Government within the 
next 60 days, bankruptcy will ensue ^nd many men will be destroyed 
in a business way. I have an abundance of information from vari- 
ous parts of the great State of Texas verifying just what Gov. 
Colquitt has said. There are 248 counties in that State, and they 
-ivili prodi^ce something like 4,500,000 bales of cotton this year. The 
testimony is piled hi^, every morning when my mail is received, 
confirming every single statement made by Gov. Colquitt. What we 
imperatively need in Texas and in the South* in this crisis, brought 
on by the war in Europe, is an emergency currency that will go 
directly to the farmers. We need this emergency currency under 
Bome. kind of temporary arrangement, so that the men who have 
produced this cotton crop may get the cash as promptly as possible. 

Gentlemen, the Federal reserve act has been passed ana is now a 
law. From my investigation of the situation m regard to the in- 
auguration of that system, I am going to take it for panted that 
it will not be in execution within 60 days. I do not believe that the 
J^ederal reserve act will be in complete operation until the 1st of 
January, or later than such date. I have no sort of criticism to make 
of that act, and will do everything in my power as a Kepresentative 
In Congress to strengthen it and see that it accomplishes everything 
Its authors intended it should accomplish. Therefore, for the pres- 
ent I am going to assume that the Federal reserve act can not be 
made available to rescue the people of the Southern States from the 
xuin confronting them. And turning from that act to the Aldrich- 
Vreeland emergency law, I do not hesitate to say that such law will 
not serve the purpose. The emergency currency now being taken out 
by the national banks is not reachmg the farmers. You may author- 
ize the issuance of millions of dollars under the present conditions 
ijnd it will not get directly to the farmers. Mr. Chairman, if you 
are to do anything jou must promptly pass a temporary act in order 
to relieve the situation. The Federal reserve act being in abeyance 
¥or the present, not being fully organized, and the Aldrich-Vreeland 
Act proving to be utterly futile in this crisis, the Secretary of the 
Treasury and the Federal Reserve Board are oowerless to come to 
our aid. Is there any way that this great Government can save 
our people from impending ruin? 

The southern people are not coming as petitioners and beggars in 
this matter. They are presenting to you a question that is national, 
ihteriiaf ional, and world wide in its aspect. For when you strike 
down the cotton industry of the South you destroy a national and 
international product. You not only injure the South but every 
State in this Union and the balance of civilized mankind. The farm- 
ers of the South did not bring this Condition upon themselves. 
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The terrible war conditions in Europe have brought it about. ,WS 
all hope that those conditions will pass within the next few months 
and that our markets for cotton will be reopened and that the siitu?,-; 
tion will be normal. And when the war is terminated and thet. 
market is reopened, then cotton can be purchased. ,- 

Last year nearly 9,000,000 bales of cotton were shipped to Europe;, 
nearly 4,000,000 went to England; about 2,500,000, in round numbers^ 
w^ent to Germany; a little over 1,000,000 went to France, and a great 
many bales went to the other countries now drawn into the war. Owe:' 
domestic consimiption was something around 6,000,000 bales. But 
now there is an utter paralysis and there is no market for cotton,.- 
We appeal to you to viewthis as a national and international question.. 
Is there any way to meet this emergency? This Governemnt has met 
such emergencies before and can do it again. In 1907, when a great 

Sanic was about to sweep over us, the Government took its public, 
eposits and in four days placed in the hands of J. Pierpont Morgan 
& Co. $39,000,000. Mr. Morgan was not a director or an officer in a 
single bank or trust company. He took those funds and deposited- 
them with his favorite bankers in order that they might be loaned 
to stock speculators, and, I may say without appearing to be harsk 
or without indulging in unjust criticism, to be loaned to stock gam-: 
biers in order to relieve the situation in Wall Street. These public 
funds, the Government's money, were deposited in those oanks 
through the agency of Mr. Morgan, without interest, and were loaned- 
to distressed stock speculators. The way out of the difficulty in the^ 
South is for the Government to do the'Asame thing in regard to ther 
cotton market. 

Mr. Chairman, I introduced a bill, after conference with representa-: 
tives of the farmers' organizations and other bodies that will relieve^ 
the situation. When this bill was introduced on the 31st dav of ' 
August it was thought that the Federal reserve act would be in full 
operation by the 15th day of September and this bill was drawn so as 
not to interfere with the provisions of that act but to strengthen it. 
With permission of the committee I want to refer to section 16 of 
that act in regard to note issues: 

Federal reserve notes, to be issued at the discretion of the Federal Reserve 

Board, for the purpose of making advances to Federal reserve hanks through the 

Federal reserve agents as hereinafter set forth and for no other purpose, are hereby 

authorized. The said notes shall be obligations of the United States and shall 

be receivable by all national and member banks and Federal reserve banlss,' 

and for all t?ixes. customs, and other public dues. They shall be redeemed in 

gold on demand at the Treasury Department of the United States, in the city of 

Wasliington, District of Columbia, or in gfOld or lawful money at any Federal 

reserve banlv. Such application — 

• « 

Omitting one sentence — 

shall be accompanied with a tender to the local Federal reserve agent of col- 
lateral in amount equal to the sum of the Federal reserve notes thus applied for 
and issued pursuant -to such application. 

Mr. Chairman, under section 16, in connection with other pro* 
visions of the bill, hereafter the paper money of the Government to. 
be issued shall be Federal reserve Tiotes^ andr those Federal reserve 
notes can not be issued upon the initial movement of the Federal; 
Reserve Board. That board is powerless to order the issuance of a 
single dollar in Federal reserve notes until a member bank through 
a Federal reserve bank, presents its commercial paper to the Federal' 
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Reserve board. And then Federal reserve notes, United States 
Money, can be issued as an advance to the owners of those notes. 
So in passing the reserve we have built a great market house for the 
^mmercial paper and assets of the business world. And the Gov- 
ernment's money, United States notes or Federal reserve notes, can 
only be issued on that paper to care for financial situations. ThSs is 
our ^rmanent system. When national bank notes are finally retired 
that is the only kind of Government paper money that will be issued. 
But we can not avail ourselves of that law now because it is not in 
Working order and I am sure will not be in time to relieve our people 
in the South. Then what is the remedy? Forgetting for the mo- 
ment that we have in our statutes a Federal reserve act, and dismiss- 
ing for the moment the Aldrich- Vreeland emergency law — ^because it 
hks proved to be a snare and delusion in getting these issures of new 
eurrency to the farmers who need money — disregarding those two 
acts and coming squarely to the question : " What is there that Con- 
gress can do to remedy the situation in the cotton States? '^ I have 
redrafted my bill, disregarding for the present that such law has been 
passed. I can better state what is in my bill by reading two or three 
sections and then outlining to you the balance of the bill. Section 
1 provides: 

That the Secretary of the Treasury shall deposit in national banking associa- 
tions and State banks situated in the following States, to wit, Alabama, Arkan- 
tun, Florida, Georgia, Kentucky, Louisiana, Mississippi, Missouri, North Caro- 
lina, Oklahoma, South Carolina ,Tennessee, Texas, and Virginia, $500,000,000, to 
be advanced to the producer of cotton or owner of lands upon which the same 
was produced, at a rate of interest not exceeding three per centum per annum. 
The deposits herein authorized shall be advanced upon the terms prescribed in 
this act. The deposits herein authorized shall be apportioned among the sev- 
eral States above mentioned in accordance with the number of bales of cotton 
produced therein during the year nineteen hundred and thirteen, as ascertained 
by the Department of Agriculture. 

Here we provide for the deposit of public funds of this Govern- 
ment in the National and State banks as a trust fund, to be loaned 
directly to farmers who are faced with ruin during this war crisis. 
It is purely a great war emergency and not a permanent system. The 
Government has deposited ite funds heretofore ; it can increase them 
and can deposit them again if it will. It is not proposed to loan 
this public money directly without resorting to the fiscal agency of 
the Federal Government and State governments. This Government 
can make and establish by law as many depositaries as it deems 
proper, and if there should not be a bank in any cotton county in the 
South the Government can decree that its postmasters shall be cus- 
todians of these funds and make the post offices depositaries. So 
the first proposition is to deposit this money. Then the next question 
is: Where will we get the $^00,000,000? Section 2 provides: 

That the Secretary of the Treasury shall immediately cause to be prepared 
United States notes to the extent of $500,000,000, to be used for the purpose 
of making the deposits in compliance with this act. And said notes shall have 
all the legal qualities of the United States notes now outstanding, and shall be 
of such denominations as the Secretary of the Treasury may prescribe: Pro- 
tided, That all United States notes deposited under this act and not used as 
prescribed herein shall be returned to the Secretary of the Treasury and shaU 
be canceled. 

So we resort to the issuance of United States notes by the Federal 
Gcrvemment, the only sovereignty and agency that has the power, 
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and upon whom the duty rests, to supply the people with an adequate 
amount of currency in such crises as these. It does not provide 
for irredeemable paper money ; it provides for redeemable currency, 
and endows these notes with all the legal qualities possessed by the 
United States notes issued during the war ; that is to say, they 
shall be legal tender, they shall be redeemable in gold, in view of the( 
fact that we are now upon a gold basis. They will be as good as 
any other paper money of the Government now in circulation. In 
my judgment it would not. jeopardize the credit of this great Gov- 
ernment one particle to use its power and issue $500,000,000 in 
emergency United States notes. I do not believe it would hurt the 
credit of this Government if we issued a billion dollars in United 
States notes and made them redeemable in gold. 

Mr. Chairman and gentlemen of the committee, what ought to be 
done is to stop the issuance of emergency currency under that tem- 
porary system, the Aldrich-Vreeland Act; put a brake upon their 
operations, and say, " You shall not issue any more of it, because it 
is not ^oing directly to the people in distriess." We should say, 
" We will travel another road." After refusing to allow the banks 
to go further and secure additional emergency currency under the 
Aldrich-Vreeland Act, we will resume the function that this Gov- 
ernment undeniably has and issue United States money and deposit 
it as a trust' fund in this terrible crisis, so that it may go directly to 
the men who have produced the cotton crop of the world, for this 
product clothes the people in all civilized countries. Is there any- 
thing imdemocratie, is there anything un-American in that? We 
have done it before. And for my part, I think that it was a matter 
of financial wisdom when the greenbacks were issued during the 
early sixties to carry on the war and sustain the Government. And 
I tmnk every word written in the legal-tender decisions was abso- 
lutely correct and in strict accord with the Constitution of the 
United States. There is the proposition and there is the source of 
power for getting the money. Then what is the next step? Loan 
this money, " advance " itr— using the word that is used in section 16 
of the Federal reserve act — ^to the men whose necessities you are 
undertaking to relieve, and here is the way we will do it: 

Whenever any producer of cotton, or owner of lands upon which the same was 
produced, shall present to the National Banking Association, or State bank 
within which State the said bank may be situated, a bill of sale in writing to 
cotton in bales grown in nineteen hundred and fourteen, in such form as may 
be prescribed by the Secretary of the Treasury, said bill of sale to be signed 
and sworn to by the producer or person upon whose land the same was pro- 
duced, giving the number, mark, weight, classification, and location of saidt 
cotton, it shall be the duty of said banks to advance a part of said deposits on 
said cotton at the rate of 10 cents per pound for rmddling cotton and other 
grades at the prices, off and on, according to the established differences in 
prices based on middling cotton at 10 cents per pound. 

Now, gentlemen, we propose to issue the Government's money and 
to advance it to our farmers of the South, just as we advance the 
Federal reserve notes to the commercial interests of every State in 
this Union, on their commercial paper and assets when they are seek- 
ing a market and wish to find relief in securing currency from the 
Government. We do not ask one whit more than is done in the 
Federal reserve act and has been done before. We have placed the 
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price at 10 cents per pound. Why do we say 10 cents per pound? 
Because during the last five years cotton has brought, on an average, 
more than 12 cents a pound. It is worth the 10 cents a pound and 
cost that much to raise it. In my own State we had to replant two 
or three times. So we have put it at 10 cents per pound, which would 
mean $50 per bale. But if you think that figure too high — ^if you 
are willing to advance money to relieve the situation and will make 
it absolutely possible for any farmer to walk up to the bank and 
secure $35 a bale as a loan from the Government — we might leave 
out 10 cents a pound. It would relieve the situation and perhaps 
might not be necessary to pay 10 cents a pound. We ought to loan 
or advance cotton growers the 10 cents a pound on cotton. 

That is the next proposition. But if you leave it with the banks 
where this emergency currency is now ^oing it will never, never 
reach the nien who need it. Many banks in Texas and other States 
of the South are getting this currency and speculating with it ; they 
are hoarding it and shipping it back to New York and money centers, 
and the men who need it most are not receiving it. And this is 
no gratuitous statement on my part. I want to here ratify and 
eonnrm these things by cold evidence from my section, now blighted 
by this terrible paralysis in the cotton market. I read you part of 
a letter from Judge W. H. McClelland, county judge of Upshur 
County: 

■ Upshur County will produce this year about 30,000 bales of cotton. Up to 
this date I understand that four bales have been marketed in this county at 8 
cents per pound. Farmers are unable to get money for their cotton and are 
forced to keep it on their farms as long as their creditors will permit. 

Then they met in a great mass convention in that county and 
passed resolutions. This convention was composed of men who do 
not want to injure this Government, but who are patriotic and are 
seeking a way to solve the difficulties confronting them. 

And here is one of their resolutions : 

We desire to present the convention — 

That is to the great State convention held at Austin subsequently — 

that in this, Upshur County, we have two national banks and nine State banks. 
Only one of the State banks under the amended Aldrich-Vreeland Act will be 
entitled to emergency currency, because of the amount of capitalization of State 
banks. None of the banks in this county will be able to furnish to the individual 
farmer emergency currency on warehouse receipts for cotton stored in ware- 
house. The individual farmer and producer will be unable to hold his crop, 
because he is forced to pay his merchant, and unless some relief is given 
promptly 30,000 bales of Upshur County's crop must be sacrificed. 

And I want to add further the information from by congressional 
district that tenants — and, by the way, three-fourths of the cotton 
crop in Texas is produced by tenants — ^have abandoned their own 
crops; have walked out of their fields and have gone to their neigh- 
bors' cotton fields to pick cotton, in order that they might secure 
cash to buy meat and bread for their wives and children and cloth- " 
ing for the winter which shortly will come. That is the condition 
as I get it from every county practically in my congressional district, 
and I am quite sure that you will find it to be the situation in other 
parts of Texas and the South. 
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Then here is a letter from a gentleman whom I happen to know. 
This is from Mr. W. B. Yeary, of Farmersville, in Collin County, 
one of the great counties in Texas. He says : 

My home is in Farmersville, in Collin County. I have a farm of 1,000 acres 
and 75 shares in the Farmers' & Mer(*hants' National Bank of that place. I 
have been a close student of conditions all my life; am 54 years old, and this 
is the most serious condition that I have ever seen, but offers the best oppor- 
tunity for correcting the evils we have in marketing farm products I have ever 
seen if It is handled right 

To sliow you the strained conditioUy I can not horrow a dollar on bank stock, 
cotton^ real estate^ or anything else. I may have to suspend publishing the paper 
because of this condition. 

He publishes a cotton journal in Dallas. 

Here is a letter from out in the western part of the State, from 
W. R. Timmons, chairman of the finance committee of the Roby 
Warehouse Association. Speaking of loans on cotton, he says this 
must be done — 

for the reason that the national banks, notwithstanding the fact that they can 
secure emergency currency under the Aldrich-Vreeland law, are not assisting 
the farmers to get the money on their cotton. 

The situation is desperate, and you can only imagine the conditions existing 
when the farmers are not able even to get the money to pay for the picking of the 
cotton. The thing that the farmers need is money on their warehouse re- 
ceipts. 

Not credit ; they need cash, and they must have it now. 

Here is a letter from a gentleman in my district. I happen to 
know him, and do not think it would be inappropriate or out of 
place for me to say that in normal times this gentleman is worth 
several hundred thousand dollars. He is a merchant and cotton 
buyer and farmer. He is from Moody, a little town in the heart of 
as fine a cotton country, I believe, as there is in the State of Texas. 
He says : 

The banks in this section are not lending one cent on cotton, and under pres- 
ent plans will not lend any. 

That is from Mr. Charles Howard, a reputable gentleman, and onei 
who purchases many bales of cotton every year. 

Then here is a letter from Ben Arnold, a town in a rich cotton 
country in Milan County; it is from Hon. Ike Looney, ah ex-mem- 
ber of the legislature, and a farmer on a large scale. Hfe says : 

The banks are not letting any money out for less than 10 per cent, with the 
usual discount. In fact, the banks are doing all in their power to force the 
farmer to part with his cotton. Thej^ get the money for 2 lyer cent, and we 
are forced to pay more than 10. 

Here is a letter from Wills Point, Tex., several hundred miles 
away from Milan County. This letter is from Mr. Young's district, 
and I am picking these out of my mail of this morning, in a hap- 
hazard waj^, in order to lay them before you gentlemen. This 
gentleman is Mr. J. J. Gibbard. He says : 

It has been made very clear to the people of Texas that they can not de- 
pend on the banks, or efforts of the Federal Government through the banks^ 
to relieve such business depression as now exists. Permanent help must come 
from aid by the Federal Government direct to the farmers, and no effort 
through the banks will prove effective for the simple reason that in time of 
panic the banks are the first to lose their nerve and contract rather than 
expand, thus increasing the condition. 
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And here is a statement that comes from the city of Fort Worth. 
I happen to know this gentleman, John M. Scott, Esq., one of the 
prominent lawyers of that city. He sends an advertisement where 
one of the banks offers to loan on 1,000 bales of cotton, with certain 
i^strictions, at 6 per cent interest, and then he goes on to explain 
what that means, and I think just a few lines of the letter should 
go into the record. He says : 

It loans it to the grower at 6 per cent, for advertising purposes, on 1,000 
bales and at 10 per cent on all over 1,000 bales. Country banks are paying 
the local banlts liere 6 and 8 per cent for this money and loaning it to the 
grower for anything his necessities may require him to pay for it. 

Under the ruling of the Secretary of the Treasury this banlc can take this 
1,000 bales which it has secured by loaning $30,000 on 1,000 bales of cotton 
and borrow from the Government $37,500 at 3 per cent, thereby reimbursing 
Itself for its $30,000 and getting a surplus of $7,500, and making a profit of 
100 per cent on the transaction in its 6 per cent interest which it is getting 
from the farmer. 

It occurs to me that there is an open field for you to come to the rescue of 
the cotton grower of this State, in at least attempting to have the Govern- 
ment limit the profits which these banks may make to 1 per cent for handling 
this money between the Government and the grower. 

There are hundreds of letters of that sort, and to my mind they 
establish the proposition beyond any controversy that this money is 
not getting to the farmers, the men who need it and those who pro- 
duce this crop, and that it will not reach that class of our citizens 
as long as the banks have the option of handling this trust fund — 
the people^s money — as they see proper, and not in accordance with 
legal restrictions laid down by Congress by and through which 
they shall distribute this Government money amongst the cotton 
farmers. 

I am only discussing general principles here. If this bill is not 
properly drawn, you gentlemen can help us to draw one that will 
recognize the absolute right of the producer of cotton to go to some 
agency set up by the Federal Government and put up his security — 
his cotton — and borrow money ; have it advanced to him as a direct 
loan, if you choose, at a low rate of interest. 

Do not imagine that we are thinking of any kind of a permanent 
arrangement, and remember that our contention now is that you 
can not utilize the banks under the laws as they stand and get this 
loan directly to the producers of cotton. 

Gentlemen, there is other evidence in regard to those facts if 
you want it. 

Then, section 4 of the bill provides : 

That thereupon title to said cotton shall pass to and be vested in the national 
banking association or State bank making the advances; the said bank receiv- 
ing such deposits shall pay the same over to the producer or person on whose 
land the same was produced, and shall thenceforward hold said cotton as 
custodian, with the right and power to appoint as many deputy custodians 
with actual possession as said custodian may deem proper and necessary; and 
among said deputy custodians may be included the producers of said cotton or 
owners of the land on which the same was produced; said custodians to take 
In all cases from the deputy custodian a forthcoming bond and an acknowledg- 
ment in writing of the fact that said deputy custodian holds the same as cus- 
todian of public property, with the common law liabilities of warehousemen 

The bank acting as custodian shall keep all cotton so held insured against 
16ss by fire; loss, if any, payable to the said national banking association or 
the State bank, and shall keep a correct and itemized account of insurance 
and storage actually paid; and upon the sale of said cotton, as hereinafter 
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proTided, shall have said expenditures refunded, together with Interest on the 
fijame at the rate of 6 per centum per annum. Payments of insurance and 
storage are to stand until paid in the nature of an obligation of the United 
States. 

When said cotton is sold as hereinafter provided said bank shall, in addition 
to the refunding Just provided for, be paid for its labor and services as cus* 
todian 50 cents per bale, and as custodian shall be responsible only for gross 
negligence or breach of trust. 

All cotton upon which advances have been made as hereinafter provided with 
such deposits, shall be and remain the property of said bank until sold at the 
pleasure of the Secretary of the Treasury, when and after middling spot cotton 
sells in the open market at Savannah, Georgia, at 12 cents per pound, or upon 
request of the person or persons from whom title passed to the national bank* 
lug association or State bank. 

So there is your method for loaning on cotton and protecting it 
and holding it in the grasp of the Government imtil this crisis id 
over. We think that cotton will go above 12 cents a pound when 
this war is over. We know that the Government will not lose a 
single penny if it utilizes its public funds and its power to advance 
this money to the cotton growers — ^just as it will hereafter advance 
it to the commercial interests upon their assets to relieve their busi* 
ness necessities. 

Then section 5 reads : 

That whenever the said bank, under the conditions named in the foregoing 
section, shall sell said cotton, interest shall be calculated on the original sums 
advanced by the bank at the rate of three per centum per annum, and principal 
and interest shall be remitted to the Secretary of the Treasury. 

The custodian shall prepare, under oath, and furnish the Secretary of the 
Treasury an account showing the amounts actually paid for insurance and 
storage and interest thereon, as hereinbefore provided, and also showing itrf 
compensation as herein allowed. These items the custodian shall retain to pay 
itself, and the balance of the proceeds arising from the sale of said cotton 
shall be paid over ,to the producer, or person on whose land the same wa* 
produced and from whom title passed to the said bank, or to the legal repre> 
sentative of such pei*son receiving such loan. 

Sec. 6. That this act shall take effect and be in force upon its passage. 

Sec. 7. That this act shall expire by limitation on the thirtieth day of June, 
nineteen hundred and sixteen. 

'Gentlemen, the principle of that bill is correct. There may be 
details that can be improved, but you can if you will put it into 
operation; and there will be no criticism from any part of this 
country, except from those who have been used to handling the mone^y 
and monopolizing the money market. It is not their money; it is 
the Government's money; it is the people's money that we propose 
to use — and that the money monopolists propose to use hereafter 
when they ask for currency. 

I take it that it is settled that hereafter no State bank — and thid 
is only my individual view, because there are other gentlemen who 
do not entertain this view — ^will be authorized to issue its notes to cir- 
culate as money ; and I assume that the 10 per cent tax laid on State* 
bank circulation is permanent and will remain there under our sys- 
tem of government. 

So in our system of finance we have taken away from the sovereign 
States of this Union the power to create banks and corporations that 
can issue circulating notes. That is the first step. 

In the second place we have taken away from the national banks, 
that were set up under the system established during the Civil Waf 
tod subsequent to it, the power to issue their notes. We have said 
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that no State and no corporation created under any State law shall 
hereafter issue notes, and we have said in the Federal reserve act that 
no national-banking association, when certain terms of that law have 
been complied with, shall issue its notes to circulate as money. 

We have resumed the function intended that this Government 
should exercise when the Constitution was written in 1789 ; that is to 
say, that the Federal Government is the sovereignty and the power 
that should coin money and regulate the value thereof and should 
issue, as the legal-tender cases decided, the paper money to circulate 
as currency. 

We have now arrived at that point where this Government is the 
only agency that issues money. As far as I am concerned, I am not 
prepared to say that it is not a wise policy. But I shall not go 
into a discussion of state bank issues. I am only recounting the 
things that have been done, and the status to which we have come 
in regard to our monetary affairs. » 

So, that being the case, that no other power can issue money, 
then it becomes the duty of this Government to provide not only a 
permanent currency system, but to provide an adequate amount of 
currency to serve the needs of the people in just such a crisis as this. 

I know where this proposition leads ; and have deliberately counted 
all its consequences. But I have convinced myself, and think from 
an unselfish point of view, that this Government is as much in duty 
bound to look out for the distressed population of one-third of thia 
country, occupying one-third of our area, and producing the great 
gold product sent abroad — ^that Congress is as much in duty bound 
to regard their interests in these crises as was done in 1907, when 
the Secretary of the Treasury deposited funds and took care of 
stock speculators, and as it has provided to do in the Federal re- 
serve act. 

Am I violating any Democratic doctrine? Am I doing violence 
to any tradition of our Government or principle of the framers 
of the Constitution? We have done these things before. And I 
will allude to one or two of them, and then will have finished my 
remarks. 

Why, Mr. Chairman and gentlemen, you well remember that when 
we passed the irrigation act in order to protect the people of 15. 
western States, we provided that we would take the proceeds of the 
sale of public lands in certain States and construct great irrigation 
pla nts there with that money, for the benefit of the people of the 
West, and that we would allow them to make their notes in re- 
gard to the use of the water, and we put up the people's money in 
order that they might purchase farms and develop them by and 
through the help of the Government of the United States. 

And only recently we passed a bill remitting all interest on, I think, 
something like $80,000,000, because those people were distressed and 
could not pay it. And I doubt if the time ever comes when that 
money will be refunded to the people and returned to the Treasury 
of the United States. 

What is the difference in principle between this and that ? We came 
to the rescue of the people who lived in a barren part of this country. 
We extended the strong arm of governmental aid in a financial way, 
«nd we made it possible for them to purchase, cultivate, and develop 
iheir farms. 
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To-day we are asking you to help us preserve in. the South what 
we have produced oji our farms, and there is no difference in prinr 
ciple; one is developing farms, the other conserving crops. Why, 
gentlemen, in 1890 we passed the act in regard to purchasing silver. 
4,500,000 ounces of it every month, and authorized the coinage oi 
2,000,000 ounces during any month and no more. And how did we 
pay for it? And why was the act passed? 

With your leave, I will read just a few lines of that act so that we 
may clearly make the point. 

That the Secretary of the Treasury is hereby directed to purchase from time 
to time silver bullion to the aggregate amount of four million five hundred thou- 
sand ounces, or so much thereof as may be offered in each month, at the market 
price thereof, not exceeding $1 for three hundred and seventy-one and twenty- 
five one-hundredths grains of pure silver; and to issue in payment for such 
purchases of silver bullion Treasury notes of the United States, to be prepared , 
by the Secretary of the Treasury in such form and of such denominations, not 
less than $1 nor more than $1,000, as he may determine. 

Sec. 2. That the Treasury notes issued in accordance with the provisions of 
this act shall be redeemable on demand in coin at the Treasury of the United 
States, or at the office of any assistant treasurer of the United States, and when 
BO redeemed may be reissued and may be paid out again; but no greater or les/i 
amount of such notes shall be outstanding at any time than the cost of Jth6 
eilver bullion and the standard silver dollars coined therefrom then held in the 
Treasury purchased by such notes. 

I will omit one or two sentences, and then read : 

That upon demand of any holder of jthe Treasury notes herein provided tot^ 
the Secretary of the Treasury shall, under such regulations as he may pre- 
fBcribe, redeem such notes in gold or silver, at his discretion, it being the es* 
tnblished policy of the United States to maintain the two metals on a parity^ 
with each other on the present legal ratio, or such ratio as may be provided. 

That act was passed; and if you will examine the debates you 
will find the reason; it was enacted because times were hard. A ter^ 
rible panic was sweeping over the mining States of the West; and 
Congress decided that it would go to the relief of the people of that 
section of the United States and purchase silver bullion, a mere 
commodity like cotton, and would keep the mines open and prevent 
men from being thrown into idleness ; and would keep business 
going in the western part of this country by issuing the Govern* 
ment% money to pay them for this silver bullion— which is a mere 
commodity. 

We are on the gold standard now ; and so far as silver is concerned 
for monetary purposes, it might as well be paper, and would serve 
the same purpose, except, perhaps, that it may be a little more con* 
venient in some instances to use silver. 

But, not only did we do that. Eecently, over in the Senate, a 
bill passed without division, as I understand it, by which the Gov- 
emment would purchase 50 per cent of the output of the silver 
mines in the West and pay for it with Government money — ^with 
the people's funds — simply and solely to keep those mines open and 
prevent our western brethren working there from being thrown into 
idleness, and that hereafter there would be an increase in the out- 
put of gold, which is a by-product in the mining of silver, and so 
that water might not run into the mines, and thus they might be 
kept in commission. 

And there is the same principle invoked in the Senate of the 
United States. 
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Gentlemen, I think that makes the point in regard to this situa- 
tion. This Oovemment has the power to issue these notes. Bead 
the Legal Tender decisions, the latest one in 110 United States Be- 
ports; and no living man can answer the arguments found there, that 
this Govenvment has unlirmted power to issue currency; and that 
being conceded, that we have the power to issue it, then we may ad- 
vance our currency to cotton growers, just as we are going to ad- 
vance it hereafter, through the Federal resferve system, to the owners 
of commercial paper and assets. 

That is the proposition. I know that gentlemen will say that this 
is populism, and amounts almost to anarchy in our financial system. 
Already I have been met with that answer. But I maintain that 
this Government was set up for the benefit and protection of the 
people. Sirs, in a crisis like this I have crossed the Rubicon: I 
nave burned my bridges, and am ready to -fight for the principle that 
this Government shall isstie its currency and preserve the progress 
and prosperity of the southern people, [Applause.] 

J am ready to defend this principle everywhere. We are not 
^oming to beg Congress. This is the Government of all the people 
in this Union. We are coming to the only power that can give relief. 
We are saying to you gentlemen, as we expeqt to say to the Federal 
Reserve Board, the Secretai^y of the Treasurer, and the President of 
the United States, that the arm of your Federal Reserve System is 
too short to save us now, and that the arm of the Aldrich- Vreeland 
Act has been seized by certain national bankers and those who would 
despoil the people in this hour of their need in the South, and they 
are withholding the relief that the Secretary of the Treasury and 
the President wish to go directly to the men who produce the wealth 
of the country. And I lay it down as an incontrovertible principle 
that if the Government, through the Aldrich- Vreeland Act, can de- 

J)osit currency to be loaned to whomsoever the banks may choose to 
oan it, by the same principle it can deposit its currency in these 
tanks as a trust fund and require that it be loaned to cotton growers* 

Gentlemen, thanking you for your patient hearing, and I am 
done. [Applause.] 

The Chairman. Does any member of the committee desire to asfe 
any question? 

Mr. BuLKLET. Mr. Henry, does your bill provide that 10 cents 
shall be loaned on cotton? 

Mr. Henry. Ten cents a pound. 

Mr. BuLKLEY. And that it shall be held until the market price of 
cotton is 12 cents? 

Mr. Henry. Yes. 

Mr. BuLKLEY. What is the number of that bill ? 

Mr. Henry. You will remember that my first bill is drawn with 
reference to the Federal reserve system. 

Mr. Lindbergh. What is the number of the bill? 

Mr. Henry. It is H. R. 18605. But I have abandoned the details 
of that bill because it is drawn with reference to the Federal reserve 
system, and I have no hope that the Federal reserve system will be in 
workable condition until the crisis has practically destroyed the cot- 
ton producers of the South. 
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Mr. BuLKLEY. Well, now, Mr. Henry, I read on page 3 of this bill 
that j'^ou have just handed me; that the money shall be loaned at the 
rate of 12 cents per pound. 

Mr. Henry. I have changed that to 10 cents in this new bill a&d 
have done so for this reason : While cotton has been over 12 cents a 
pound, you understand, for the last five years, I changed it because we 
are willing to take 10 cents a pound. If you will write this principle 
into the law — and I am answering for myself and not for these oth^ 
gentlemen — and make it possible for us to get a loan of $35 a bale on 
bur cotton, we will be perfectly satisfied, whether you say it shall be 
so much a pound or what not, if you say we can have a loan of $35 a 
bale and make it available in the banks for us to go and get it imme- 
diately oh this security. 

Mr. BuLKLEY. That would cut in half the amount named in 4ihis 
biU? 

Mr. Henry. Yes, almost. 

Mr. Lindbergh. It would be about 6 cents a pound. 

Mr. Henry. Yes ; if you will make it certain that we can walk into 
a bank and get our money, and do it immediately, we will be willing 
to accept that; because as conditions are we can not even pick our 
cotton m many places. But we have not got the cash to pay for 
anything ; and it is cash we most need. 

Mr. BuLKELY. You say this is substantially the same arrangement 
as the Federal reserve notes ; that you ask the same privilege as that 
given to the banks under the Federal reserve act; is that the idea? 

Mr. Henry. Yes; that is the idea. 

Mr. BuLKLEY. I have not read this bill, which you have handed 
me, but what provision is there in it about the borrowers providing 
a redemption fund? 

Mr. Henry. I expected to be met with that proposition. We could 
take the funds arising from the cotton when it is sold, and arrange 
by proper legislation to make it a redemption fund. 

Mr. BxjLKLEY. Well, under your bill is there any redemption 
fend put up when the notes are issued? 

■ Mr. Henry. Well, I am assuming that under this system, as I 
bave redrafted it, these notes will be redeemed by the Secretary of 
the Treasury as the law now exists. 

Mr. BuLKLEY. Redeemed in what? 

Mr. Henry. In gold. That we will be operating under the gold 
standard ; and there is a provision for the Secretary of the Treasury 
to replenish the gold reserve whenever it runs below a certain 
amount. Section 2 of the act of 1900. I am willing for the Secretary 
to sell bonds to get the gold to redeem these notes, if you insist upon 
it. You may write that clause to suit yourselves. 

Mr. BuLKLEYi But does the Secretary of the Treasury have any 
right to call upon these borrowers imder your bill to put up the 
gold? 

Mr. Henry. On the borrowers? 

Mr. BtJiiKUBY. Yes; for redemption purposes. 

Mr. Henry. Oh, no ; but whenever one ox these notes is presented 
at the Treasury, in the same way as a Treasury note, it can be re- 
deemed in gold ; and, if the law is not sufficient to provide that, you 
can make it broad enough to replenish the gold reserve. 
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Mr. BuLKLEY. Well, is it not a fact, then, that you are asking 
something quite diflFerent from what the Federal reserve banks get, 
because the Federal reserve banks will be required to put up 40 per 
cent gold reserve, and to replenish that from time to time as the 
notes are redeemed? 

Mr. Henry. Well, in section 16 of the Federal-reserve act, you will 
remember, the Federal-reserve notes are made the obligations of the 
Government and redeemable in gold at Washington City, D. C, by 
the Government. 

Mr. BuLKLEx. Yes; but we are talking about the redemption fund 
which the borrowers have to put up. 

Mr. Henry. Well, we will not quibble about that. If you think 
it would not be safe just to fling out among the people $500,000,000 
United States notes such as I have provided for, without broadening 
your gold-reserve act, I am perfectly willing to do that with appro- 
priate legislation, to become immediately operative. 

Mr. Bulkley. Yes ; but you do not want the borrowers to put up 
anything, do you? 

Mr. Henry. I do not want the borrowers to put up anything 
except the cotton when they borrow the money; and they can take 
that cotton and go to the markets of the world and purchase gold 
' with it, and the notes can be paid off when the time comes. 

Mr. Bulkley. Of course, when the time comes ; but they can not do 
it now. 

Mr. Henry. They can not do it now ; of course not, except under 
the gold-reserve law. 

Mr. Bulkley. Well, the time for redemption is now, on demand 
notes. 

Mr. Henry. Well, I would not make it now. 

Mr. Bulkley. How soon would you redeem them ? 

Mr. Henry. I would redeem them when the cotton is sold. 

Mr. Bulkley. Would you write that on the face of the notes? 

Mr. Henry. Oh, no. Llet me explain it. The "United States notes" 
have no provision written on their face that they are to be redeemed 
anywhere or in any manner, and yet $346,000,000 of them survived 
through the war; and every time the banks have tried to destroy 
them and repeal the law authorizing them and for their redemp- 
tion, they have been overwhelmed in their fight before the people — 
and they will be. The greenbacks, which did not provide any place 
of redemption or any method of redemption, are considered the best 
money we have in the country. 

Mr. Bulkley. Well, you remember the embarrassment about them 
in 1893? 

Mr. Henry. I remember the embarrassment in 1893 ; but they are 
good now. 

Mr. Bulkley. How much gold have they behind them? 

Mr. Henry. They have $150,000,000 of gold behind them ; but we^ 
would have cotton behind these notes, which is just as good as gold, 
and besides the cotton we would have the gold reserve now estab- 
lished br to be enlarged by law if you wish. 

Mr. Bulkley, if you gentlemen are willing to advance this money ; 
if you will concede that proposition, I will vote to amend your gold- 
reserve act and increase the amount of it to $300,000,000 and sell 
bonds in order to redeem the United States notes. 
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Mr. B\jLKLET. Well, I would like to see these people get relief, 
but I do not see any way to put out currency that has to pass as 
money throughout the whole United States that is not redeemable 
immediately, and where we can not see the means of redeeming it. 

Mr. Henry. Do you not think it was wise to put the greenbacks 
out during the war ? 

Mr. BuLKLET. Well, the greenbacks were not very readily redeem- 
able during the war. 

Mr. Henry. Well, do you not think their issue was wise a^d 
justifiable ? 

Mr. BuLKLEY. Well, that was under the stress of war. 

Mr. Henry. This is worse than the stress of war. And we saved 
those greenbacks by redeeming them, and if you will vote for this 
measure we will vote to put up 50 cents' of gold behind every dollar 
of paper money that is issued. 

Mr. BuLKiLEY. Where are you going to get that 50 cents to put 
behind the paper money? 

Mr. HENBr. We can sell bonds, if you insist on it. I would not 
do that ; I would wait until the cotton was sold. And let the notes 
rest on the present gold reserve. 

Mr. BuLKLiEY. Well, when the notes are presented for redemptiozji, 
you can not wait until the cotton is sold. 

Mr. Henry. Do you think they would be presented for redemp- 
tion the next 4^7- I think the present gold reserve is enough for 
their redemption. 

Mr. BuLKLEY. Well, how soon do you think they would be pre- 
sented for redemption? 

Mr. Henry. I think they would come into the Treasury in the 
usual course. 

Mr. BiiLKLEr. How long would that be? 

Mr. Henry. I can not know ai^y more than you do about thM^. 
How often do the greenbacks come in for redemption ? 

Mr. BuLKLEY. The whole amount every year. 

Mr. HENRr. Well, then, let us consider this: When this war is 
over in Europe, as I believe it will be in three months, I do not 
believe we can fill the orders for all our cotton; I believe we c^n 
sell our cotton at above 12 cents a pound; and we will sell it for 
gold. There is no trouble about getting gold behind the notes, if 
you wish to help. 

The Chairman. Lord Kitchner says the war will last three years. 

Mr. Henry. Then, I would help these people if it lasted 30 years; 
I would find a way to do it. The effects of the Civil War are not 
over yet. I would fimd a way to issue the currency and make it 
redeemable in gold, if we must have the gold reserve. 

The Chairman. Mr. Henry, what reason have you to conjecture 
that the banks would exhibit any less cupidity and avarice in issuing 
the currency that your bill provides than you say they have ex- 
hibited in issuing this emergency currency under the Aldrich- 
Vreeland law? 

Mr. Henry. The banks would not be responsible for this money at 
all, except as custodians. I would not have them indorse the loans at 
all ; and I would simply utilize them as patriotic agents of the Gov- 
ernment — Federal and State banks. 

79236—15 2 
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The Chairman. Suppose they would decline to receive the funds 
for that purpose ? 

Mr. Henry. Then, if they declined to receive the funds, I would 
deposit these United States notes in State banks and postal banks. 
^ Mr. Kagsdale (interposing). I do not think they would even con- 
sider declining. 

Mr. Henry. Well, that is fair ; let us go to the last analysis of it. I 
am glad you asked the question, Mr. Chairman. If they are not 
willing to take 50 cents a bale for handling the matter, which would 
jrive them $5,000 for handling 10,000 bales, then I would deposit these 
United States notes in the post offices of tiie Southern States; and 
would put funds enough back of it to put the law into operation, so 
as to get this money into the hands of the producers. 

The Chairman. Do you provide any such method of distribution 
in the bill? 

Mr. Henry. I provide only that where there is no bank in a certain 
place that can be done ; that is a matter of detail. 

The Chairman. Do you provide a penalty upon the banks for not 
engaging in this operation ? 

Mr. Henry. I do not. I assume that they will be patriotic enough 
to do it; but if they are not, and I had my way about it, I would take 
away their charters as soon as possible imder the Constitution of the 
United States. 

The Chairman. Do you provide that as a penalty in your bill? 

Mr. Henry. I do not, because I do not think it would be necessary. 

The Chairman. Why do you think they would be any more patri- 
otic imder your system than under the prevailing system ? 

Mr. Henry. Because when they understand that this Government 
has charged them with a sacred and solemn duty like that they will 
carry it out, because they are nothing but the mere creatures of this 
Government, and if they do not do it I would take the charter 
away from any national bank in the United States that refused. 

Mr. Eagle. If I may interpolate, Mr. Henry, I will say, also, be- 
cause under the Aldrich-Vreeland Act and the Federal reserve act 
every national bank has a financial responsibilty with reference to 
the putting out of either form of currency ; whereas under the propo- 
sition you make they have only the relation of a trustee to do the 
thing they are asked by the Government to do/ 

Mr. Henry. Yes. 

Mr. Eagsdale. And for the further reason that the distribution 
of these funds by the banks would enable the banks to collect from 
the farmers who owe them the sums of money due them, and enable 
them to settle their rediscounts from New York; and it would be 
to their interest to distribute them; and the banks always do what 
it is to their interest to do. 

The Chairman. It might not have that effect; it might result in 
the banks owing more money. 

Mr. Henry. Then, if you believe that about these gentlemen to 
whom we have been so gqod, when we have practically m<|rtgaged the 
credit of the United States to them, as far as the issue of money is 
concerned ; when we have put up as a pledge with the national banks 
of the United States the sovereign fimction of issuing money; when 
we have laid in their hands this credit of the United States — ^if they 
will not carry out this patriotic purpose when we have done all 
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that, then we ought to repeal the act and say to them, "You shall 
not utilize the credit of the United States in order to carry on your 
banking and commercial business." 

The Chairman. Please understand that I do not say that that 
would be the case. But you say that they are not patriotic enough 
to loan the money under existing law ; and I wanted to know why 
you thought that your bill would transform men who are avaricious 
into patriots? 

Mr. Henry. Just for the reason I have stated; and I do know 
that they are hoarding this currency now, and do know that they 
are not loaning it on cotton. You can not get $10 a bale on cotton 
in Texas, Mr. Chairman; they will not advance jou that amount; 
and yet the " buy-a-bale " movement is helping a little bit. 

The Chairman. I want to relieve the cotton planter and the to- 
bacco grower, especially in Virginia, as much as you, the difference 
between us being that you say they can not. get $10 a bale under 
existing law, and I do not think they could get $1 a bale under J^our 
proposition. 

Mr. Henry. Well, I can not understand how you can say that, Mr. 
Chairman. If the banks will not take this money as trustees and 
distribute it to the people of the South, then I would distribute it 
through the postmasters; and if they could not do it, then I would 
distribute it through the United States marshals and appoint enough 
deputy marshals to do it and take the securities. 

The Chairman. Are you serious about that? 

Mr. Henry. Yes; I certainly am serious about it, and it can be 
done. Do we not deposit our funds in the postal savings banks for 
certain purposes? Can not we deposit with the postmasters -and give 
them jurisdiction? 

Mr. Hayes. You do not give them discretion and jurisdiction to 
loan the postal funds out? 

Mr. Henry. This would not be loaning those funds; it would be 
the Federal Government loaning them. Do you not think that we 
could establish an agency that could distribute it if we issued the 
$500,000 of notes? 

The Chairman. How soon could the Government provide the 
force necessary to operate this plan throughout the country? 

Mr. Henry. Just as soon as we could put the internal-revenue col- 
lectors at work on this war tax. 

Mr. Ragsdale. Do you not think that as soon as the United States 
Government would do this, cotton would advance at least 3 cents a 
pound? 

Mr. Henry. Yes; and I will add this: You once let the Govern- 
ment say that it is possible for the cotton farmer to get $30 a bale 
at the bank, and cotton will go up. And then what will happen? 
When it goes up the Government will not have to advance, perhaps, 
$100,000,000 of these notes; because the spinners will get busy and 
buy ; and individuals will buy ; and the representatives of some of ' 
our European friends will hasten to buy. 

Mr. Hayes. May I ask you a question, Mr. Henry ? 

Mr. Henry. Certainly. 

Mr. Hayes. If I understood you correctly, you stated that the 
Federal reserve act passed last December provided for lending money 
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to the commercial interests of the country in order to help those who 
are desirious of trying to find a market lor their products? 

Mr. Henry. Yes. 

Mr. Hayes. Where do you find any such provision as that in the 
Federal reserve act? 

Mr. Henry. In section 16. 

Mr. Hayes. That provides nothing of the sort. 

Mr. Henry. If it does not I do not know anything about th^ 
English language. 

Mr. Hayes. That was only for issuing currency on the credit, or 
on the security of commercial paper. 

Mr. Henry. Yes. 

Mr. Hayes. And that is quite a different proposition. 

Mr. Henry. Here is section 16 ; I will read it. 

The Chairman. Mr. Henry, I do not exactly get the logic of your 
statement. 

Mr. Henry. Let me answer Mr. Hayes's question, Mr. Chairman. 

The Chairman. All right ; certainly. 

Mr. Henry (reading) : 

The Federal reserve agents as heieinafter set forth, and for no other purpose, 
are hereby authorized to make advances to Federal reserve hanks 

Mr. Hayes. Certainly. 

Mr. Henry. ^'Advances." What is that but a loan ? 

Mr. Hayes. All right; go ahead. 

Mr. Henry (reading) : 

The said notes shall be oblip:ations of the United States and shall be receivable 
by all national and member banks and Federal reserve banks, and for all taxes> 
customs, aCnd other public dues. 

Mr. Hayes. All right; but for what purpose? Please read that 
in connection with the rest of the act. 
Mr. Henry (reading) : 

For the purpose of making advances to Federal reserve banks and for iw>' 
other purpose. 

Mr. Hayes. I know; but for what purpose to Federal reserve 
banks? 

Mr. Henry. To Federal reserve banks, in order that they may take 
up commercial paper and assets and loan money on them. 

The Chairman. But upon what conditions?. That the Federal 
reserve bank will furnish 40 per cent gold reserve. 

Mr. Henry. Yes; but where you require them to furnish 40 per 
cent gold reserve you say that these notes " shall be redeemable at 
Washington City by the Government of the United States." It does 
not make any difference about that security; I would not care a 
picayune for them. As long as you say that those Federal reserve 
notes shall be redeemed at Washington City in gold by the Urdied 
States Government^ I do not want any better security for any of 
• them. 

Mr. Hayes. But let me suggest to you that you overlook one very 
important point, that in the case of the Federal reserve notes the 
Federal Government has a fund in these banks upon which it can 
draw immediately for the redemption of them. 

Mr. Henry. I understand all of that. But all that system is 
utilized and thrown together in order that these Federal reserve 
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nbtes rtiay be issued for the benefit of the holders of commercial 
^dper ; that is the reason for it, and the public funds put at the dis- 
posal of banks. 

Mr. Hayes. Yes. 

The Chaikman. And agriculture. 

Mr. Henry. And agriculture ; yes. And let me make this propo- 
sition : Now, what is your commercial paper under the Aldrich- 
Vreeland Act? It is paper due in four months and signed by two 
responsible persons. • 

The Chairman. Certainly. 

Mr. Henry. Now, if yoti are going to amend that act in any regard, 
I suggest, by way of digression, that you should leave it optional 
with the Secretary of the Treasury to take 12-month paper and to 
have it backed up by warehouse receipts. 

The Chairman. As a matter of fact, Mr. Henry 

Mr. Henry (interposing). Then limit the amount of interest that 
can be charged on that, and you will help somewhat. 

Mr. Hayes. That would not be commercial paper at all. 

Mr. Henry, I do not want it to be commercial paper. 

The Chairman. As a matter of fact, Mr. Henry, the Secretary of 
£he Treasury has given such a broad ruling on that proposition that 
cotton warehouse receipts are put upon a vastly better basis than 
commercial paper. He has ruled that they may be accepted as se- 
curity. 

Mr. Henry. For how long? 

The Chairman. Well, there is no special limitation. 

Mr. Henry. Well, if he will rule that, and you will limit the inter- 
est that can be charged, you perhaps might reach the difficulty. But 
understand that you have got to take care of the merchant as well 
as of these, farmers; because we are on a cash basis in Texas and the 
South. That is something I omitted that should have been said. 
The wholesale merchant refuses to sell to the retail merchants except 
for cash ; the retail merchant refuses to sell to the farmer except for 
cash ; and you must take care of the merchant, too, and allow him 12 
motiths time, under the discretion of the Secretary of the Treasury. 

But just to get back to one other proposition : You say you would 
use these notes only for comn;iercial transactions. I would use them 
fof agricultural transactions and call them agricultural transactions, 
and I would simply cut down the total issue 50 per cent and set oflf 
50 per cent of these Federal reserve notes, to be used in agricultural 
transactions; write it into the law this year, and leave 50 per cent 
to be used in commercial transactions, and then you would see that 
each one got what he was entitled to, and neither one would be fat- 
tening on the other. 

Mr. Phelan. Do you think the Federal Reserve Board under the 
Federal reserve act ought to take the commercial paper of some in- 
dividual, we will say, which on the market was selling for 80 cents 
on the dollar as if it were worth 100 cents on the dollar, and issue 
notes accordingly? 

Mr. Henry. No ; I do not. 

Mr. Phelan. Well, do you think we would have any justification 
in doing that? 

Mr. Henry. No ; I do not. 
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Mr. Phelan. Well, can you not see then that there is a great dis- 
tinction between the power we have given the Federal Reserve Board 
and loaning money on paper at 100 per cent of its value or more, or 
putting a law into effect which is going to cause loans to be made 
greater than the market value of the cotton, because that is what 
will happen if we loan on cotton at 10 cents? There is a distinction 
there, is there not ? 

Mr. Henry. Well, you are wrong about that. 

Mr. Phelan. There is a distinction there, is there not? 

Mr. Henry. I understand the distinction you are drawing. But 
here is the mistake you are making : You do not come from a cotton 
country ; you are from Massachusetts, but you are interested in cot- 
ton, because you need cotton for your mills. 

Mr. Phelan. I agree with you about that. 

Mr. Henry. And in 60 days you will feel that condition very 
badlv; because whenever you paralyze the cotton industry it hits 
you in Massachusetts. 

Mr. Phelan. It hits us, yes ; but 

Mr. Henry (interposing) . Please let me finish. There is no market 
for cotton now. Cotton is selling for 6, 7, and 8 cents ; but is worth 
more than that; it costs more than that to raise it. This is a war 
crisis, not a permanent condition. This is a terrible condition that 
has come on the southern people and has blighted the cotton in- 
dustry; and there is now no market for it. But the very moment 
some arm is raised long enough and strong enough to reach out and 
finance the needs of the cotton producer and make it possible for 
them to get at least $35 a bale on their cotton, they will rise to their 
feet and cotton will be worth its real value and what it cost to pro- 
duce it. And when this war is over it is certain to leap to more than 
12 cents a pound. 

The Chairman. Mr. Henry, right in that connection I would like 
to understand the logic of your proposition. You say that there is 
no market for cotton now ; that the spinners will not buy cotton. 

Mr. Henry. Yes. 

The Chairman. That they will not buy it at 8| cents ; but if your 
bill passes they will buy it at 12 cents a pound. 

Mr. Henry. Yes. 

The Chairman. Why will they buy it at 12 cents a pound under 
your bill, if they will not take it now when they can buy it for 8f 
cents ? 

Mr. Henry. I will tell you, Mr. Chairman, exactly why; they 
think they are going to get it for still less than it is now. Here is 
the proposition : You and I are trying to do the same thing ; we are 
both trying to do something for the southern people. You are a 
southerner yourself, and you are just as patriotic as any man in the 
Congress of the United States. You are endeavoring to extend this 
help to the cotton farmers through the national banks, under the 
agency of the Aldrich-Vreeland Act. You are trying to finance the 
needs of the cotton grower, are you not? 

The Chairman. Yes. 

Mr. Henry. But your agency has failed, and will fail; and you 
will see that I am correct, and that you will never get this help to 
the farmers until you march right down from Washmgton City — ^in 
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the personage of the United States Government, through its agents — 
and distribute this loan directly to them. 

Mr. Phelan. Just let me ask you a few more questions now. 

Mr. Henry. All right. 

•Mr. Phelan. You said that you would not make these notes im- 
mediately redeemable in gold, but would make them redeemable when 
the cotton was sold. Now, if that is the case, a person who held 
one of those notes, which would be issued under your bill, could not 
go up to the Treasury and get gold for it unless the cotton had been 
sold ; but he could get gold for any of our paper money that he held. 

Mr. Hjjnry. Yes; he could in both instances. 

Mr. Phelan. Now, under those conditions, hoW long do you. think 
it would be before the very money that you are asking to have put 
out would depreciate in value, since it was not redeemable in gold 
immediately, and, so far as anybody knew, it would be redeemable 
in gold only when the cotton was sold 

Mr. Henry (interposing). All right. It is under my bill redeem- 
able immediately. 

Mr. Phelan (continuing). And so far as anybody knew that date 
was absolutely uncertain and possibly the cotton might never sell 
at 12 cents a pound? 

Mr. Henry. All right; will you stand on that proposition? 

Mr. Phelan. I am asking you a question. 

Mr. Henry. But will vou stand on that proposition which you 
have put as a hypothesis? 

Mr. Phelan. I will stand on the question as a hypothesis. 

Mr. Henry. I will tell you what we will do if you do that. We 
will cut this amount of notes down to $300,000,000, and then we 
will increase your gold reserve $150,000,000, making it $300,000,000 
in all ; and put 50 cents behind every one of these notes outstanding, 
whereas you have now got $150,000,000 gold behind $346,000,000 of 
greenbacks and about $2,000,000 of Treasury notes. 

Mr. Hayes. It is $346,000,000 altogether. 

The Chairman. No ; $348,000,000 altogether. 

Mr. Henry. The ^^eenbacks and the Treasury notes of 1890 
amount of $348,000,000. You have $150,000,000 in the Treasury 
vaults back of that. Now, we can get together, you and I, and we 
will pledge you — ^those of us who want to find relief for the cotton 
grower — ^to put behind that $300,000,000 of those notes that we pro- 
pose to issue, $150,000,000 additional gold reserve, obtained by the 
issue of bonds ; and you can write your statute as you please in order 
to serve that purpose. 

Mr. Phelan. And who is going to furnish the $150,000,000 addi- 
tional in gold? 

Mr. Henry. These same people who are making up pools of 
$150,000,000 to send to Europe, and pools of $100,000,000 to finance 
the New York City loan, and the people who wanted to finance the 
nations of Europe which are at war by loaning money to them to 
continue the war when President Wilson stopped them and said they 
should not lend the money. They will buy these bonds ; of course 
they will buy them. 

Mr. Phelan. Oh, you are going to issue these bonds to get the 

gold? 
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Mr. Henry. Yes; I tvould issue bonds to get the money. Do yoil 
not believe that we could get $150,000,000 of gold in that way? 

Mr. Phelak* I think probably we could get $160,000,000 of gold 
in that way, but whether it would be advisable is the question. 

The Chairman. Do you believe we could get $150,000,000 in gold 
if this Congress passed Mr. Henry's bill ? 

Mr. Phelan. No; I do not; let me finish 

Mr. Henry (interposing). Well, if you are right on that point, if 
you can not get the $150,000,000 gold, I would go further — and I 
am going to make a pretty strong statement which is far-reaching — 
I would issue this $500^000,000 anyhow, and put it out to loan on 
cotton, and let the notes rest on the present gold reserve. 

Mr. Phelan. Now, to come back to yotlr proposition of getting 
gold, I want to point out, as you are using this Federal reserve act 
as the basis for your proposition, that under the Federal reserve 
system 

Mr. Eagle. Please make your statement of your premises accu- 
rate ; he is not doing that. 

Mr. Phelan. You have been comparing the Federal reserve act 
and citing it to justify certain provisions that you have in your 
bill, and I want to pomt out again that in this case, while we ate 
talking about having a gold reserve, you propose having the Gov- 
ernment put up the gold reserve, whereas under the Federal reserve 
act the gold reserve is put up by those who get the money or notes 
from the Government — ^namely, the Federal reserve banks — ^which is 
a very different thing. 

Another thing I would like to ask you: You would have this 
money loaned to the cotton growers at 3 per cent? 

Mr. Henry. Yes. 

Mr. Phelan. Now, what was the prevailing rate of interest before 
the War broke out? 

Mr. Henry. The prevailing rate to the farmer ? 

Mr. Phelan. Yes; the prevailing rate to the farmer. 

Mr. Henry. I should say the prevailing rate was 10 and 12 per 
cent. But here, Mr. Phelan, you are just voting to amend a law — 
the Aldrich- Vreeland Act — ^that loans it to the banks at 3 per ceftt ; 
you have cut it down from 6 per cent to 3 per cent for six months 
to the banks. I want you to cut it down for the farmer, just like it 
was for the emergency currency associations. 

Mr. Phelan. I can see the reason of that. 

Mr. Henry. That is the reason. 

Mr. Phelan. But here is what I want to ask you: What about 
the other people in the country who want to borrow at 3 per cent 
also ? They may have met disaster because of this war ; and if your 
contentions are correct — and there is a certain correctness in them — 
as to the effect this cotton problem is going to have on the whole 
country 

Mr. Henry. Yes. 

Mr. Phelan. Will not other people — ^the silver miners, the manu- 
facturers, the copper miners, and others — come on and want to bor- 
row from the Government at 3 per cent ? 

Mr. Henry. Yes. 

Mr. Phelan (continuing). Whereas the prevailing rate before 
the war was very much higher? 
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Mr. Hbnry. Pnscisiftly; and it is strange to me that that question 
^as not asked by the committee a good while ago. 

Here is the diflFerence: Tobacco, or export tobacco is situated 
now a good deal the same as cotton 

Mr. Weaver (interposing). Let me make a statement which I 
think will help clear the discussion. 

Mr. Henry. Yes; certainly. 

Mr. Weaver. I notice in the press that 10,000 men are reported 
to be out of work in Arizona who were engaged in copper mining 
there. 

Mr. Henry. Yes. 

Mr. Weaver. And I notice that a Senator from the Southwest has 
introduced a bill in the Senate providing for the purchase by the 
Government of copper ? 

Mr. Henry. Yes ; I am gldd you made that suggestion. 

Mr. Raosdale. There are two or three questions I would like to ask 
at this point. 

Mr. Pheian. Will you let Mr. Henry answer my question first? 

Mr. Henry. You asked me a question, and I will come back to that. 

Mr. Eagsdale. There are just two or three matters I would like you 
to comfe back to. 

Mr. Henry. Shall I answer your question first, Mr. Phelan ? 

Mr. Phelan. Yes, if you please. 

Mr. Henry. I am surprised, Mr. Phelan, that your question was 
not asked before. I know the consequences of the step I propose. 
But we tender to you as security here for this loan from the Govern- 
ment the great gold product of the United States, the agricultural 
gold product. It is a necessity for every State in this Union, and for 
practically every civilized country on earth. There are many figures 
that I could lay before this committee, and probably they will be 
placed in the record, in regard to cotton. T could indulge in rhetoric 
about it ; but am not going to do anything of that sort. 

Here is this great national and international product stricken down. 
You talk about some local situation, involving half a dozen counties, 
or a dozen counties, or a State, which does not aflFect anybody a hun- 
dred miles away from that locality, and ask us to go that far. And 
here comes the chairman (Mr. Glass) and says tobacco ought to be 
included. We agree with him, because the tobacco crop is one of our 
great export crops, and if it is in as much distress as we are in regard 
to cotton we ought to include it; it affects every State in this Union; 
the prosperity of all of our people. 

That being the case, it becomes a question of political policy to be 
pursued by Congress, the representatives of the people; and if they 
see proper to say in this crisis that the people's money shall be used 
for this purpose, then neither the Supreme Court of the United 
States nor any Executive can stay the hand of Congress. The only 
agency that can register the political will of the people is Congress. 

I am ready for that, am ready to make that step forward, and say 
that in this year of 1914, when all these Southern States are para- 
lyzed — and vou have just gotten the mildest taste of what is going to 
come hereaiter — I am ready for this Government to preserve this 
national and international product for the benefit of mankind here 
in our countrv and elsewhere. 
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Mr. Phelan. Then, you would, f gr the reasons given, discriminate 
in favor of cotton as against other things? 

Mr. Henry. I would. 

Mr. Phelan. You would grant them this special privilege? 

Mr. Henrt. I would. And I want to say this now to our friends 
from the wheat States — from the great West and the Northwest — 
that if the situation should be reversed and cotton were going to all 
of the markets of Europe, and the markets were open for its pur- 
chase, and the blight had come upon the great wheat-growing States 
of this country, and you had no market, and you were about to lose 
what you had produced on account of the war in Europe, I would 
not hesitate one moment to vote to extend this aid to your people, 
as this Government has often done. [Applause.] 

Mr. Phelan. Just one more question, and I am done. 

Mr. Henry. Just let me have one more minute, and then I will 
answer your question. Because the president of the Chicago Board 
of Trade, the great grain market, said before a committee in this 
room that elevator receipts for wheat were the " heat security in the 
worldP You heard this, Mr. Manahan ; and he said that in the great 
panic of 1907, when you could not get money with commercial paper, 
when you could not buy gold with anything else, you could take 
these warehouse receipts around Chicago and purchase gold with 
freedom and without limit. [Applause.] 

Mr. Phelan. Just one question, and I am done. 

Mr. Henry. Oiie moment. Now, about policy: If you want to 
put it in — ^because I am going all down the line on this matter ; I am 
committed to this policy, that this aid should, in times of need like 
this, be extended to all staple agricultural products. I am com- 
mitted to that proposition. 

In the house of representatives, Texas Legislature, the following 
resolution was adopted : 

We demand of Congress the speedy enactment of such laws as will direct the 
Secretary of the Treasury in the deposit of sufficient Government funds in the 
banks for the purpose of direct loans to farmers at low rates of interest on non- 
perishable farm products at 75 per cent of value of same when stored in bonded 
warehouses. 

Mr. Phelan. Then you would, imder existing circumstances, dis- 
criminate in favor of cotton as against other products and grant 
them a special privilege, although by voting for the tariff act you 
refused to grant a special privilege to sugar, when your failure to 
do so destroyed the industry of a whole State? 

Mr. Henry. I would rather not put it as a special privilege. I 
would rather say that I would like to extend the same privilege to 
the cotton growers that we have extended in the Federal reserve act 
to the commercial inte'rests of the country. 

The Chairman. The Federal reserve act did not make any dis- 
crimination. 

Mr. Hayes. Of course not. 

The Chairman. The Federal reserve act, within the limits of its 
powers and capabilities, extends the same privileges to the cotton 
planter and the tobacco grower that it does to the commercial in- 
terests. 

Mr. Henry. You are almost quite correct. It does that when it 
goes into operation ; and I do want to be fair. But, Mr. Chairman, 
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if jTour Federal reserve act were in operation now, it would not bring 
this relief to the people, unless you passed the first bill I drew, and 
which I intifeduced on the 31st day of August. 

The Chairman. It would unless your hypothesis is correct, that 
the bankers are unpatriotic and hoggish. 

Mr. Henry. Well, I would not put it that way. I would rather 
say that the bankers have running through their systems and veins 
every impulse of "enlightened selfishness" that ail men have who 
have money to lend and whose business it is to fatten dollars. 

The Chairman. Well, if the Federal reserve act were now in full 
operation there would be no self-interest, there would be no prompt- 
ing of cupidity or of acquisitiveness among the bankers in this 
matter; there could not be. 

Mr. Henry. I am not attacking the Federal-resiBrve system ; I have 
no desire to do that. 

The Chairman. But I want you to be fair. 

Mr. Henry. I am going to be fair. I think you will concede that 
I want to be fair. 

The Chairman. Oh, yes ; I know you want to be. 

Mr. Hayes. You would not deny, would you, that the Federal- 
reserve act recognizes the great cotton industry as one of the busi- 
ness interests of the country, like all other interests, and permits 
national banks to take care of it just like it does of all the other 
business interests of the country? 

Mr. Henry. It did not contemplate this great war emergency ; we 
will put it that way. 

Mr. Lindbergh. But that act leaves it entirely optional with the 
bankers whether they will do that or not. 

Mr. Henry. Yes; that is true. 

Gentlemen, we ask you to help us work this out. We have not 
come here for political reasons. I know that I have been criti- 
cized for introducing this bill and have been accused of undertaking 
to make politics out of it. But I have not, and I think those who 
know me best will agree to that. We want you to help us solve this 
question, and we want the President to help us solve it, and the 
Federal Reserve Board. But if you do not, if you can not do that, do 
not underestimate the fact that this very question is going to be an 
issue in the politics of the United States. [Applause.] 

Mr. Eagsdale. Mr. Henry, may I ask you a question ? 

Mr. Henry. Yes; certainly. 

Mr. Eagsdale. A question was raised by Mr. Phelan, I think, as to 
your proposing to loan more than the market value on cotton. Is 
it not that the silver certificates now and at other times, and the 
coined silver itself, are being issued because of the power of the 
Government and not because of the intrinsic value of silver? In 
other words, the silver if not bought by the Government and used 
in that way would not bring on the market the price which the 
Government pays for it? 

Mr. Henry. Certainly, Mr. Eagsdale. Silver is treated just like 
tobacco and wheat and cotton, and just like old rags, or any other 
commodity that has any value ^, it is redeemable in gold; and it is 
no more as money than mere paper. 

The Chairman. Do you mean to say they are buying silver now 
above the market price? 
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Mr. Henry. No ; they passed a bill in the Senate to do that. 

The Chairman. To buy it above the market price ? 

Mr. Henry. Not above the market price ; bnt if it could not be re- 
deetned in gold its price would go down. 

Mr. Ragsdale. Is it a Government valorisation of silter. 

Mr. Henry. Certainly, it is a Government valorization of silver. 
But if it was not redeemable in gold, and if it could not be utilized 
for coinage purposes, what would it be worth ? 

The Chairman. The Government purchases a certaili amount of 
silver at the market price to be coined into fractional currency. 

Mr. Henry. Well, you will remember the bill; it is Senator 
Smoot's bill ; I think I haA^e it with me. 

Mr. Hayes. Let me ask this question along the line of the ques- 
tions I have already asked and then I am through: Robbing your 
proposition of all furbelows and rhetoric, you propose that the Gov- 
ernment of the United States shall loan directlv to the producers of 
the cotton $500,000,000 ? 

Mr. Henry. Yes ; but I do not think there are any " furbelows " on 
the proposition. 

Mr. Hayes. Well, I want to make it perfectly clear that that is 
your proposition? 

Mr. Henry. I understand ; yes. 

Mr. Hayes. Now, what I want to ask you is if you have made any 
computation or any estimate of the expense of extending that ac- 
commodation to hundreds of thousands, perhaps millions, of people ? 
How much is it going to cost the Government to sift out those who 
are worthy and those who are not in order to prevent frauds? 

Mr. Henry. Well, I do not know. 

Mr. Hayes. And to take care of the security to see that it is not 
burned or stolen or destroyed ; have you made any estimate of what 
it would cost the Government to do that ? 

Mr. Henry. No. But I figure it this way, that I would be willing 
to compute the total sums appropriated by Congress for the relief of 
sufferers in the San Francisco earthquake and fire in your State, and 
for the Martinique earthquake and volcano, and for the victims of 
the fire in Salem, Mass., in Mr. Phelan's State, and for the Ohio 
flood sufferers in Ohio, and for the floods in the Mississippi Valley. 
If those cost $10,000,000, then I would be willing for you to put an- 
other section in this bill and appropriate twice that amount in order 
to carrv out its provisions and get this money to the cotton producers. 

Mr. IIai^es. Now, to correct you, I will say that this Government 
did not appropriate anything for the San Francisco earthquake and 
fire. It appropriated 

Mr. Weaver. $2,000,000. 

Mr. Hayes. Yes; to supply medicine and medical attendance and 
to supply food for the first week. 

Mr. Henry. That is the same thing. We want you to appropriate 
this money to supply " medicine " for the cotton growers . [Laugh- 
ter and applause.] 

Mr. Hayes. That is pretty good. 

Mr. WiNGO. I want to ask this question in that connection in 
order to get your viewpoint and so as to bring out the facts: In 
normal times the banks m the small cotton towns which are financing 
the cotton farmer and the cotton merchant extend the credit along 
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commencing in the early part of the year and when August comes, or 
the 1st of September, those banks have gone practically to their Umit^ 
have they not ? 

Mr. Henry. Yes, and more, too. 

Mr. WiNGO. Now, that usually taxes the small banks of the cotton 
section to their limit to finance production. In order to get the 
money to finance the harvesting at this time of the year, the larger 
banks in the centers of the South are usually shippmg in currency 
from the north, and in turn shipping it out to the small country 
banks ; that is the normal condition, is it not ? 

Mr. Henry. That is my understanding. 

Mr. WiNGO. And those small banks, having exhausted themselves 
in producing the crop, have not the actual cash in the fall to pay 
for the picking, the ginning, the bagging, and the ties, have they,, 
without some of the cotton is solfi and shipped and money brought 
back in return ? 

Mr. Henry. Yes ; and I will put it stronger than that ; I will say 
that that is the information I have received in letters and personal 
communications. 

. Mr. WiNGO. That is admitted, I think, by. any one who is familiar 
with the situation. 

Mr. Henry. I do not think there is any question about it. 

Mr. WiNGO. There is no question about it. Now, instead of hav- 
ing that normal condition, have we not got just the reverse? The 
larger banks in the large centers of the South, instead of shipping 
money in from New York and shipping it on out to the country 
banks, are now shipping money to New York to settle the obliga- 
tions of the large merchants and factory enterprises of the South 
that are due, and which heretofore have been settled with cotton 
and not with cash. 

Mr. Henry. The best proof I can offer that your statment is ab- 
solutely correct is that I heard Mr. Harding and Mr. Warburg, of 
the Federal Reserve Board, say that very thing the other day before 
the Conmiittee on Banking and Currency. 

Mr. WiNGO. Now, that seems to be true. Mr. Harding knows thet 
conditions, and he knows that is true; and it is shown by the in- 
formation I have. 

So that now, instead of the large banks of the South getting in 
money from the North, they are shipping it out; and instead of 
shipping it out to those small banks handling the picking and mar- 
keting of the cotton crop, they are shipping it to New York and 
other centers, thus depleting the cash of the South instead of adding 
to it. 

Now, that being true, the small bank in the cotton towns — it is 
not a question of their patriotism ; but they simply can not do any- 
thing without additional cash ? 

Mr. Henry. I do not think they can. 

Mr. WiNGO. They have not got the f imds, have they ? 

Mr. HJENRY. No. 

Mr. WiNGO. So, instead of getting the money in from the big 
banks — from the North, where they are depositing it — ^instead of 
them shipping it out to the small banks to aid in the marketing 
of the cotton crop, they are shipping it back the other way. Now,, 
that being true, I repeat it is not a question of patriotism with the 
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small bank in the cotton town, but it is simply a question of a lack 
of funds. They can not meet the demand that is proper and 
le^timate. 

Mr. Henry. I do not think they can. 

Mr. WiNGO. They have not the funds ? 

Mr. Henry. No. 

Mr. Win GO. Now, take the Aldrich-Vreeland system: It does not 
undertake to give the State banks of the South emergency currency 
with which to market the cotton crop, but this currency goes only 
to national banks in large centers. The cotton farmers themselves 
are miles away from these centers, and so the issue of emergency 
currenOT does not give them relief at all, does it? 

Mr. Henry. No; and it can not 

Mr. WiNGO. Just a moment. The only relief it gives is to. the 
large banks, which are necessarily the national banks? 

Mr. Henry. Yes. 

Mr. WiNGO. And they are not sending the money to the small 
cotton banks, are they? 

Mr. Henry. No ; they are not. 

Mr. WiNGO. Now, that being true, then it is not a question of 
patriotism with the small southern cotton banker. But if you do 
provide some means, if you make a channel. available, a source of 
currency available, will he not be compelled to avail himself of that 
for his own self-protection, as for the merchant and firms whose 
notes he holds, he must be supplied with currency as well as credit. 

Mr. Henry. Mr. Wingo, you are undoubtedly correct there. I 
have never had a fear but if you could get the money to the banks 
under the terms I have fixed in the bill, it would work all right. 
But let me call the attention of the gentlemen here, supplementing 
what you said — and all you have said is true. You take Oklahoma 
and Arkansas — ^take your State, Mr. Weaver, and your State, Mr. 
Wingo — ^you have not a single one of these currency associations 
in Oklahoma, and you have not one in Arkansas. You have to go 
to St. Louis to get your currency, Mr. Wingo, and Mr. Weaver, you 
have to go to Efansas City to get yours. And yet you produce over 
a million bales of cotton in Oklahoma. 

Mr. Weaver. Yes. 

Mr. Henry. And, Mr. Wingo, you produce over a million bales 
of cotton in Arkansas. And yet under this system these gentlemen 
believe in — ^they believe it will help — although thev have provided 
these currency associations, they have removed Arkansas 100 miles 
from its agency that is to give relief in this serious difficulty. It 
will not work ; it will not -do. 

The Chairman. Do you mean to say that none of the banks in 
Oklahoma and none of the banks in Arkansas are members of a 
currency association ? 

Mr. Henry. Oh, no ; I do not mean that. 

Mr. Wingo. None of the State banks in Arkansas are under the 
law elirible for membership in the currency associations. 

Mr. Henry. They can not get into that association. 

The Chairman. It is admitted that they can not get in. But the 
point you make is that the currency associations are too far removed 
from the State banks. 
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Mr. Henry. Yes; I maintain that. I was just illustrating how 
immense the country is. 

We have one in Dallas, but one is not enough; and some bankers 
have said to me that while it is very pleasing to have a currency 
association at Dallas, they are not going to feed this money out 
to the farmers, for they are not in a position to do it if they have to 
take care of their regular customers. And I tell you, gentlemen, 
they are not doing it, and you are not on the right track in trying to 
nmend this law as you are going about it. 

Mr. Neeley. And has not a time limit to be considered in this 
matter? 

Mr. Henry. Time is always precious', but never so precious as it is 
now. 

Mr. Neeley. How long will it take to get this amendment you 
propose enacted ihto law? 

Mr. Henry. Well, if we could get this Banking and Currency Com- 
mittee to report it I think the Committee on Rules could report a 
rule for Thursday and we could get it passed through the House 
Thursday. And I believe if we would go over there and show the 
Senate the importance of it, they could pass it in a week, and if the 
President then would sign we could have it working in 10 days. 

The Chairman. Did you ever hear of a character in fiction called 
MarkTapley? 

Mr. Henry. Yes ; and I would abolish that fiction. 

The Chairman. I think you have abolished it by exceeding Mark 
Tapley in cheerful optimism. 

Mr. WiNGO. Just a few questions and then I will be through. Mr. 
Hayes asked you how you would prevent fraud. You heard the 
comptroller the other day state he did not know how much accom- 
modation paper was being shunted on them now under the emer- 
gency currency act, by banks in the large cities, did you not ? 

Mr. Henry. I did. 

Mr. Wingo. Can you tell us under the Aldrich- Vreeland act of a 
plan to prevent them accepting accommodation paper for emergency 
currency, if a reputable bank shoved it onto you ? 

Mr. Henry. I do not know of any way. 

Mr. Wingo. Have you any doubt in your mind that there is accom- 
modation paper being taken now as a basis for emergency currency? 

Mr. Henry. Well, there is a good deal, as the comptroller said. 

Mr. Wingo. And there is just as much room fdr fraud under the 
present plan as there would be to furnish the aid through the local 
banks direct to the farmer? 

Mr. Henry. Oh, yes.. And, right there, it is possible for those who 
want to make their dollars more valuable and cotton cheaper to be 
in a combination now to keep the price of cotton down so that the 
farmer will have to sell it at a great sacrifice. That is possible. 

Mr. Wingo. As I understand, that is why they amended the bill 
you have here this morning; and as I understand, you propose to 
enlarge the fiscal agencies? 

Mr. Henry. Oh, yes. 

Mr. Wingo. You do not propose to deal it out to the farmer 
direct! 
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Mr. Henry. Oh, no. 
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Mr. WiNGO. You take banks, both State and National, as fiscal 
agencies, and by your bill you propose to loan through, these fiscal 
agencies direct to the farmer ? 

Mr. Henrt. I got my cue from the Federal reserve act. 

Mr. WiNGO. Now, the question has been asked you about redemp- 
tion. Five per cent redemption f imd is now provided by law. 

Mr. Henry. Forty per cent, as I understand it. 

Mr. WiNGO. The law is 5 per cent 

Mr. Henry. The banks must have 40 per cent behind these notes, 
as I understand. 

Mr. WiNGO. The provisions of the Federal reserve act 

Mr. Henry. You read that. 

Mr. W'iNGO (reading) : 

The Federal Reserve Board shall require each Federal reserve bank to main- 
tain on deposit in the Treasury of the United States a sum in gold sufficient, 
in the judgment of the Secretary of the Treasury, for the redemption of the 
Federal reserve notes issued to such banks, but in no event less than 5 per 
cent. 

It is true that every Federal reserve bank has to maintain a reserve 
of 40 per cent, but the note-redemption fund is only 5 per cent unless 
the Secretary of the Treasury calls for more ? 

Mr. Henry. Yes. 

Mr. WiNGO. That is practically the same provision that we now 
have with reference to national-bank notes ? 

Mr. Henry. Yes; with reference to the national-bank notes — ^the 
same provision. 

Mr. WiNGO. Now, the question was asked you by Mr. Neeley 
whether or not you would make the farmer provide for a redemption 
fund. Is there any provision of any existing law that requires a 
merchant, manufacturer, or cotton factory that gets Federal reserve 
notes or emergency-currency notes, to maintain a redemption fund? 
I mean the borrower — ^the man that gets the money, not the regional 
reserve bank? 

Mr. Henry. No; I should say that would be based on his credit 
and the security he could get behind that paper. 

Mr. Bulkley. Now, the gentleman wants to be fair. The Fed- 
eral Reserve Board is not an institution that wants to get money; 
it is an institution to get reserve ; and the 5 per cent carried in Wash- 
ington is only a part of the redemption fund, because the Federal 
reserve notes are al^o redeemable at the bank where they are issued. 

Mr. WiNGO. Yes ; but there is not a single provision m the Federal 
reserve act that requires the regional reserve bank to redeem first* 
The primary redemption is at the Treasury. 

Mr. BuLKiiEY. They are redeemable at eithel* place. 

,Mr. WiNGO. I know it. 

Mr. Henry. And redeemable at the banks? 

Mr. BuLKi/EY. In gold. 

Mr. Henry. Oh, in gold or " lawful money." 

Mr. Btjlkley. The bank has to keep a 40 per cent reserve. 

Mr. WiNGO. Mr. Henry states, and his contention is true, that the 
regional reserve banks simply act as the fiscal agents. 

Mr. Henry. I think so; I do not see how any one can controvert 
that. 
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Mr. WiNGO. Coming down to this proposition: Is tiiiere any wajr 
you would be willing that the same general redemption fund should 
be provided for in your bill as is provided for other Government 
issues? 

Mr. Henry. Oh, yes. 

Mr. WiNGO. And let the Secretary of the Treasury or some other 
agent devise a method for the raising of that fund ? 

Mr. Henry. I will tell you this, Mr. Wingo : Inasmuch as the publi© 
deposits hereafter in these Federal reserve banks — ^I mean the de- 
posits that have been in the Treasury heretofore — ^inasmuch as we 
are going to abolish the Independent Treasury system and put the 
public funds in these banks, and let them have the benefit of them in 
order to carry on their operations, I would find some way to use 
these public funds where they are used for the reserve. It is the 
Grovemment funds that are there and being utilized. 

Mr. WiNGo. Something has been said about gold here. Is there 
anything about gold that gives it its value, other than its coinage 
value, that cotton does not possess? I mean other than coinage 
value? 

Mr. Henry. I understand. I think not. I think this, that you 
purchase gold with a commodity ju^ lik^e you purchase cotton with 
gold. In other words, to reverse it, I think you can go out in the 
markets of the world, after this war is over, and take your cotton 
and purchase gold just like you take your gold now and purchase 
any other commodity. And aside from coinage value, they are both 
interchangeable, just because one thing purchases another. That is 
the only reason. 

Mr. Wingo. What is the greasiest value gold has? Is it not coin- 
age value? 

Mr. Henry. That which flows from coinage. Of course that is 
given it. We are on a gold standard. 

The Chairman. What is the average production of gold? 

Mr. Henry. I do not now remember the exact figures. 

The Chairman. What is the average production of cotton? 

Mr. Henry. The average production of cotton. This year it will 
be nearly 15,000,000 bales, I think, in the United States. 

The Chairman. Roughly estimating, what will that be worth at 
the usua^ figure ? 

Mr. Henry. At the usual figure it will be worth a billion dollars. 
At the figure it is being sold for now, it will be sold for less than 
half its value. 

The Chairman. What is the annual production of gold? 

Mr. Henry. I do not remember the exact figures. 

The Chairman. It is between $350,000,000 and $400,000,000, is it 
xxoti 

Mr. Henry. I do not remember. I have those figures in the books, 
but I do not remember. 

Mr. Wingo. Is gold a necessity in the sense that food and clothing 
are ? 
Mr. Henry. Well, I do not- 



Mr. Wingo. Is it necessary? Can a man live without gold? 

Mr. Henrt. Now, you are asking me to answer in a technical way 

qwfistions that have been answers by Jevons, Cimuschi, Walker, 
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and other ^reat scientific writers on money. Of course, I do not 
think gold is a necessity. I do think cotton is a necessity. 

Mr. WiNGO. You do not have to wear gold to keep warm, or eat 
gold to sustain life ? 

Mr. Henry. No. 

The Chairman. Salt is a necessity. 

Mr. Henry. That is true. And salt used to pass as money — ^and 
tobacco. 

The Chairman. That shows the relative diflference between salt 
and gold. 

Mr. Henry. Oh, yes. And salt used to be legal tender, and so did 
tobacco. 

Mr. Win GO. It is a fact that gold is selling at a premium of $6, 
is it not ? As far as gold is necessary to ship to Europe ? 

Mr. Henry. Mr. Wingo, I have not looked over the market quo- 
tations. 

Mr. WiNGO. Well, assume that is true. Have you found any 
cotton broker, farmer, or anybodjr else who does not think that cot- 
ton, immediately after this war is over, will jump higher than the 
normal price? 

Mr. Henry. I have not found a single human being in Washing- 
ton City or in the United States who doubts that proposition. 

Mr. WiNGO. Has not the price of cotton always jumped after a 
war? 

Mr. Hekry. I think it sold for a dollar a pound after the Civil 
War. That is my recollection. 

Mr. Win GO. Then is it not true when the channels of trade are open 
under normal conditions that this cotton that is being held will 
then be shipped to Europe and the markets of the world and you 
will save this country that premium on gold? Is not that true? 

Mr. Henry. Yes. 

Mr. WiNGO. And won't it protect the gold reserve? In other 
words, are not gold and cotton intermixed as far as our international 
trade is concerned? 

Mr. Henry. I think it is the one thing that makes it easier to get 
gold for our gold reserve in our Treasury vaults. 

Let me right there put in the exact figures of the amount of cotton 
shipped abroad last year and consumed. 

In 1913 the United States produced 14,159,078 bales of cotton. 

We exported 8,800,966 bales. 

Our United States spinners used 5,786,330 bales. 

The total value of the cotton exported last year, 1913, was $547,- 
357,195. 

Great Britain took that year 3,563,216 bales, Germany took 
2,350,761 bales, and France took 1,014,834 bales, which was about 
four-fifths of the total number of bales exported. 

In addition to that, Russia took 70,625 bales, Belgium took 214,245 
bales, and Austria-Hungary took 109,992 bales. So you see, gentle- 
men, that it amounted to nearly 9,000,000 bales that year. 

Mr. Smfth. It is also true that only about 6,000,000 bales went to 
the rest of the world? 

Mr. Henry. Yes ; that is true. 

Mr. Wingo. Now, Mr. Henry, the suggestion has been made and 
pressed very vigorously and sincerely by one member of the committee 
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that what the cotton farmer of the South needs is not cash ; that the 
pressing need of the cotton farmer of the South is credit alone and 
not cash. Do you think that the farmer would be willing for the 
rest of the cduntry to get cash and for him to get credit alone and 
not cash? 

Mr. Henry. No. And, besides, one way to get credit, if credit he 
needs, is the very thing we are trying to do here in this bill. 

Mr. Eagsdale. Mr. Henry, if there ever was a time when we 
needed a cotton-moving fund to be deposited in the South, it is 
now. Last year the Treasury Department deposited about $30,000,- 
000 there, and this year only between $5,000,000 and $10,000,000. 
Does it not look like we are in need of legislation if the Treasury 
Department finds itself in a position where it can not deposit funds 
in these times? 

Mr. Henry. I think if you did deposit $50,000,000 in the South this 
year you would hamstring the currency act and delay its operation 
much longer. , 

Mr. EAGSDAiiE. But does it not show the necessity for legislation 
when you can not get an emergency fund deposited there on the part 
of the Treasury, however willing it may be, when it recognizes the 
necessity and wisdoms of putting it there ? It shows the need for 
legislation to enable them to meet this situation, does it not ? 

Mr. Henry. Mr. Eagsdals, everything I have said leads to that 
conclusion, and no other. There may be a better way, but that is 
the only method hj which I have been able to work out. 

Mr. Kagsdale. 1 think Mr. Hayes developed another question. Mr. 
Haj^es asked a question here about .the handling of these warehouse 
certificates, stating what a great expense it would be on the part of 
the Government. Under the law as it now obtains those warehouse 
certificates are being received and could they not continue to be re-^ 
ceived under this system which is now in vogue ? 

Mr. Henry. Oh, yes. And if these gentlemen want to help us, 
and I know they do, we can demonstrate to them that the plan they 
are pursuing will not do the work, because it won't get the money to 
the farmer. And if they want to get the money to the farmer, then 
we can sit around this table and work out a plan to get the cash to 
the producers of cotton. That is all there is to it. 

Mr. WiNGO. One other question. We have been met with the 
proposition of inflation. Is there any more danger of inflation in 
issuing $500,000,000 of currency under such a law as will actually 

§et it to the cotton farmer — I say is there any more danger of in- 
ation from that issue than there is from the issue of over a billion 
dollars of currency to commercial centers, as has been provided for 
under the amendment to the Aldrich Act just made by Congress? 

Mr. Henry. Mr. Wingo, of course the two propositions are identi- 
cally the same. I say just simply cut oflF the supply of emergency 
currency notes under the Aldrich- Vreeland bill, paralyze that part 
of it for the present, and let it go through another channel, and not 
issue one dollar more of currency than would be issued pursuing the 
course these gentlemen wish to pursue. 

Mr. WiNGo. In other words, you propose that the farmers shall 
get the currency direct from the local banks as fiscal agencies of the 
Government instead of filtering it through the national banks of the 
cities? 
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Mr. Henrt. Yes. 

Mr. BxjLKiiET. You referred in your line of argument to the Sher- 
man Silver Purchasing Act of 1890. Do I understand you to be <^ 
(he opinion that is a wise precedent to follow ? 

Mr. Henry. You mean the purchase of silver? 

Mr. BuLKLEY. No; I mean that character of legislation. Was the 
Sherman Silver Purchasing Act a wise act? 

Mr. Henry. Oh, yes ; I think it was wise. I think the amwise thing 
was done when it was repealed. 

Mr. BmLKLEY. You are willing to chance circumstances of a simi- 
lar nature to those that followed the passage of the Sherman Silver 
Purchasing Act? 

Mr. Henry. I am. 

And, restating the proposition, if the Federal Government under 
the reserve act can deposit its money in the reserve banks as an ad- 
vancement to be loaned on the mere paper merchandise of men placed 
there in return for it and, furthermore, has po¥jer to deposit its 
authorized notes in national banks to be loaned under the Aldrich- 
Vreeland Act to any person of their choice, then by the same prin* 
ciple we are now warranted in demanding that this same Govern- 
ment send its currency springing from its sovereign monetary func- 
tion to the stricken South to be deposited in banks with the just re- 
striction that it be advanced only to distressed cotton growers at a 
low rate of interest and upon reasonable terms. 

Permit me in conclusion to invoke the Baltimore platform as am- 
ple warrant for our demand. It reads on this subject as follows: 

We condemn the present methods of depositing Government funds in a few 
. favored banks, largely situated In or controlled by Wall Street, in return for 
political favors, and we pledge our party to provide by law for their deposit 
by competitive bidding in the banking institutions of the country. National and 
State, without discrimination as to locality, upon approved securities and subject 
to call by the Government. 

If we follow our pledge, then we " will render temporary relief in 
localities where such relief is needed" by issuing these emergency 
notes. 

AFTER RECESS. 

The committee reconvened at 2.40 o'clock p. m. 

The Chairman. Gentlemen, we will proceed with the hearing.- 

Mr. Barreit. I desire to present Mr. H. S. Mobley. 

STATEMENT OF MR. H. S. MOBLEY, PRAIEIE GROVE, ARK. 

The Chairman. Mr. Mobley, be kind enough to give your full 
name and address to the stenographer. 

Mr. MoBLEY. H. S. Mobley, Prairie Grove, Ark. 

Mr. Chairman and gentlemen, it is not my intention to strive to 
say anything with regard to the details of the solution of this diffi- 
culty, but I will conmie my remarks to practically two items. One 
is the principle involved and the other is the necessity for some meas- 
ure of relief. I want to say to this committee that the gentlemen 
who are here are farmers ; we are not bankers and farmers ; we are 
not merchants and farmers ; we are not lawyers and farmers ; we are 
not doctors and farmers ; but we people here almost entirely are just 
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purely and simply farmers. We are little farmers. There may be 
some men among us who farm 400 or 500 acres, but the most of us 
are 40, 60, and 100 acre farmers. That is the class of people we are 
representing here to-day. I know that it is the large farmers that are 
tisually heard in behalf of farmers in general. I have heard men in 
the discussions that have taken place concerning this thing speak 
of bein^ producers who no doubt are producers, but their idea of 
production is that one man does the work and the other manages it 

We are the men who join management and work both with our 
own hands and brains. We are producers. We are that class of 
people who, until this great organization that we are representing 
here to-daj existed, have not had opportunities like this to extend to 
us before m the history of this country. We are here to-day because 
a difficulty we are unable to deal with has come upon us, and we do 
BL<it believe that we are here with anything but a just cause. We do 
not believe that we are here asking unreasonable things. We do be- 
lieve from the bottom of our hearts that we are here asking what is 
right and reasonable and what reasonable men will grant us. 

Now, as to the details as to redemption and questions of gold 
reserve, differentiations between United States notes, greenbaeks^ 
Aldrich-Vrefeland currency, and notes of regional reserve bauks^ and 
Mch as tbat, I have not a word in the world to say, and I do not want 
you to ask me to go into that question, because you kiiow on the f aotfc 
of it that I am not able, and I do not profess to be able, to go into 
those things. I am able to deal with the conditions of my family, thse 
conditions of my neighbors' families, and conditions of my people^ 
among whom I live and of whom I am. That is where I want to 
stand. 

Now, we have made some study. Experience has compelled us to 
study, and we do study. We study more to get the facts and the real 
things, to get correct knowledge, than most people give us credit for. 
We do not always get it, but, honest to God, we try to get it. Right 
here to-day, in the face of this committee, is a body of men who are 
here simply because people of my class back out yonder have been 
studying these problems and they are approaching an understanding 
of conditions; they are approaching a solution of the difficulties that 
are upon them, not only in this emergency, but generally. What is 
said here, not as to the details or technicalities but as to the general 
principle, is not going to stop with the record of these stenographers 
nor with the ears of you ^ntlemen, but it is going back down through 
the representatives of this organization to the fireside where the man 
sits by his wife and children and studies this problem in relation to 
his difficulties. It is going to get to him and he is going to take and 
make use of it; you can not blame him for not doing it; you would 
have no respect for him if he did not do it. There is going to come 
out of these talks to-day, the action of this committee, the action of 
Congress, and the action of this administration, the crystallized 
thought which is now in the minds of this class of people whom we 
represent, and that crystallized thought is going to lead to action. 
Wnatever the action is I am not prophet enough to say and do not 
want to say, but it will come. In other words, what I am trying to 
say is, that we are investigating, thinking, and trying to get correct;, 
sound information as to what is going on in our country in order to 
act intelligently. 
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Now, when it comes down to a question of a financial proposition, 
you gentlemen of this committee, or a subcommittee I understand it 
was, summoned me before you on the question of rural credits. 

Mr. WiNGo. It was a subcommittee. 

Mr. MoBLEY. And you reported out a bill which bears the name of 
Mr. Bulkley 

Mr. BuLKLEY (interposing). It was reported from the subcom- 
mittee to the full conmiittee, but the full committee has made no 
report. 

Mr. MoBiiEY. There was quoted in that report this item, that the 
farmers' organizations of this country had impressed this committee 
with this thought : That any system of farm finance which did not 
give them Government aid would not be satisfactory. Am I not 
about right, Mr. Bulkley? 

Mr. BuLKiiEY. I do not speak for the full committee, but for the 
subcommittee that is about right. 

Mr. Weaver. There has been no report of any kind. 

Mr. BtJiiKLEY. Nd ; not a formal report, but that is the idea. 

Mr. MoBLEY. Now, I do not know whether I have got that of a 
newspaper or some hearing, but I have that in my mind. 

Now, consistent with that statement and with what I have tried to 
say here, which, while it might not have been as mature as I could 
have wished it to be in its thought, I want to say this : That any sys- 
tem of financial aid extended to the farmer that does not give him 
direct Government help is not going to give him help, not because he 
is prejudiced in the matter but for a number of reasons. The main 
reason is that he has the right position. I do not care what the com- 
mercial bankers say ; I do not care what their view point is, nor how 
much he stands for the technicalities of his prof ession, or his calling, 
whatever you want to call it. Here is a thing that is as true as that 
the sun shines, and that is that in no country in the world has agri- 
culture advanced relatively to other industries when financed by 
what is known as commercial* banks in this country ; in no coun- 
try in the world have its profits been relative to the profits in other 
biisinesses when so financed. 

Real agriculture has to have a financial system of its own, sep- 
arate from commercial banking systems. Now, Europe has recog- 
nized that, and Europe is giving agriculture a system of banking, 
or, as you would call it, a rural credit system. There is a reason 
for that. It is not because the people in town get mad at the bankers 
and want to get rid of them and want to hit the bankers, but it is 
because in the very nature of the case there are essential diflFerences 
between the finance of argriculture and the finance of commercial 
activities; the two things have to be separated in order to give jus- 
tice to both sides. Now, I am not an expert along this line, but I 
have studied it to the best of my ability. Commercial banking is 
based upon a proposition somewhat like this : The commercial banker 
puts out part of his capital, which is borrowed from his depositors, 
at interest. That money he agrees to pay on demand. There is one 
thing that he can not deviate from, if he continues safe in his deal- 
ings, and that is that he must have short loans by which to be able 
to obtain quick money to .pay his depositors. 

Mr. Wilson. Mr. Chairman, if the committee will permit, I would 
like to ask Mr. Mobley if he thinks the rural credit bill which has 
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l)©en proposed would meet the emergency which is sought to be cov- 
ered by this bill ? 

Mr. MoBLEY. I wish, if you please, you would not ask me that 
question just now. 

The Chairman. I will say to Mr. Wilson, who was not present 
when the rule was made, that we started out under the agreement 
that the gentlemen would be allowed to conclude their general state- 
ments without interruption, and when they have concluded their 
general statements, with the permission of the committee, questions 
may be asked. 

Mr. MoBLEY. I am only laying this down as a principle on which 
to base an argument in another matter. I am not talking for rural 
credits. I am not sidetracking the real issue, but I believe a system 
of finance which requires quick loans and short loans in the United 
States has not been able to satisfy the conditions of agriculture, 
which require long loans. 

Now, gentlemen, I will tell you there are lots of disputes about 
the cost of products, and things like that, but I have lived on a farm 
a;ll my life, and I have been studying in my own way ; I have read 
bool^ and studied and tabulated figures, and I believe that I can 
give you something here that is worth while. You consider the 
raising of a mule colt, the raising of a hog, the raising of a crop of 
cotton or wheat, in general the raising of staple crops and live 
stock on the farm, and say that the time necessary to produce a par- 
ticular thing and sell it at the best profit is two years. I believe I 
am safe in saying that it requires fully two years, taking everything 
into consideration, live stock and staple crops. If it requires two 
years to turn over, in God's name, how do you expect us to pay 
up in four months? Why, we can not do it. Europe has seen that, 
and has given her people an agricultural credit system. The other 
day, when I read a letter saying that the bankers were hoarding 
their money, I absolutely had a pity for them, and I said, "They 
can not help themselves; they can not make these long-time loans 
in this emergency." I do not care what kind of backing a banker 
has behind him, because almost everything he has behind him he 
agrees to pay on demand. 

Now, in America we-^not you gentlemen, but all of us — ^Demo- 
cratic, Republican, Socialist, and Prohibitionist voters — ^have been 
trying to make agriculture finance itself under a commercial system 
of banking, and the result is that our Secretary of Agriculture, in 
agreement with the authorities of the world, will tell you that agri- 
culture in America is paying only about 5 per cent. That is not in 
proportion to profits in commercial life, is it? I am not going to 
take up your time any further. You gentlemen are aware of the 
cityward movement of people from the country districts, and you 
possibly know more about that than I do. One of the reasons back 
of this movement is that agriculture in America is without a proper 
financial system applied and adapted to its necessities, and is suffer- 
ing losses and not making progress in relation to other things as it 
ought to do. If 3^ou can not make it progress as it ought to progress 
in normal times, if you can not lend it money under a commercial- 
banking system under ordinary conditions, where on earth can you 
expect to ^ve us relief at a time like this, when the commercial 
system is tied up? 
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Now, I belieye that every man here is fair enough to give me crecBI 
for what I have said, and I think you will all admit that, although I 
may not have jMit it as plainly as some other people would, yet I 
have driven it straight home. I know you have not time to put up 
a nural-c^edit proposition now. I took that into consideration when 
I wrote the resolution that was introduced in the national convention 
at Fort Worth. That is the reason why we do not publish Icmg 
complaints and fulminate through the press. If under normal oora- 
ditions in Europe and America a commercial-banking system does not 
satisfy the demands of agriculture, then, under abnormal conditioiMS) 
do not confine us to a commercial-banking system that can not take 
care of us right now. I think there is log^c and reason in that state^ 
ment. If I am capable of expressing it, that is my thought. Norw, 
that is why — ^that is the reason why we say that there should he 
direct aid from the Treasury, because you do not have time to put 
on a rural-credit system at the present time that would handle the 
situation. 

A rural-credit system inaugurated now would have to have time 
to come into work and force, just as your regional reserve bank 
would have to have time to come into work and force. Here is ftn 
emergency before us to-day that you gentlemen admit the eonmierciftl 
banks have not provided for, and can not now provide for under 
any conditions. If you can not put into efiect a satisfactory rural- 
credit law, do not have us stand the disadvantage by confrndn^ in 
and tying us to the ccanmercial-banking system. That would be 
equal to this committee refusing to grant us any assistance. 

Now, I am not mad with the bankers ; we are not criticizing them — 
that is, most of us are not. Of course we have people among us who 
say hotheaded things, just as other people have people among them 
who say hotheaded things. The men among us who are planning, 
pushing, and thinking are not going around throwing clubs at f olfcs^ 
because we know there is a reason for this situation. We know that 
there are some bankers that are possibly selfish, but we also know 
that there are other people in other classes of employment that are 
selfish, too. We are not basing our arguments on the ground of 
selfishness, but on the ground of scientific reasoning that the ex- 
perience of the world proves to be correct. That is the reason why 
we say that you should make a direct departure from your establi^ed 
usages. That is the reason why we ask it. Now, I do not know that 
I have much else to say to you. I do not feel competent to advise 
you, except to say to you this : I came up here the 1st of August, and 
1 have been here ever since, except for a short trip out to Fort Worth. 
I was sent here by the organizations in my State ; and we have been 
working, writing, and striving, and we have tried to be satisfied with 
the ruling that was made by the Secretary of the Treasury. Yes; 
we did. We tried to be satisfied with it. 

Now, I want to show you some telegrams. I sent back to Arkansas 
a letter to every member of the farmers' union in that State by 
means of our propaganda. I said to them, " Now, the Secretary of 
the Treasury has ruled that cotton shall be considered collateral, pro- 
vided it is properly warehoused, at the banks in the currency asso- 
ciation, and the thing for you to do down home is for all of you — 
doctor, lawyer, merchant, and farmer — who go to the same school, 
worshiping in the same church, and bearing the same expenses, to 
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get together and throw all your differences aside and put up your 
eotton and come down here and get your money." I thought that 
iv»s good advice. I do not know what you gentlemen think about it: 
We tried the thing honestly, in good spirit, and in high hopes. Now;, 
what did we get! Disappointment. We could not expect to get 
anything but disappointment out of it, because the bankers did not 
have the money to give us on long-time loans. That is why ; that is 
the only reason. I do not believe that Mr. Henry meant to say any- 
thing to-day in a severely critical manner of the ordinary bankers; 
I do not believe he meant that. I believe that if they had the money, 
if they knew they were not going to be called upon to pay it on 
demand, if they knew that they could loan that money on long time 
at low interest to their friends the farmers they would be glad to 
it. That is why we are asking you for relief. No, sir; we do not 
believe they will tie you up, hog tied. Of course, some of them will 
do it. You had a Judas Iscariot among tiie Apostles, and you will 
find him in other walks of life. I understand that your Aldrich- 
Vreeland money is payable on demand, or practically so. 

I have heard Members of Congress whom I have approached say, 
**Mr. Mobley, that is all right; that is all I can do." Now, maybe 
that is what you think, but I tell you we are not going to let you 
alone on that proposition. We do not mean to browbeat you; no, 
indeed ; but we can not afford to let you alone, because we have not 
been relieved. We have not been relieved in the matter of cotton 
or tobacco, and we are going to keep after relief; yes, we are. This 
is not a warning; it is just me manly determination of men who are 
going to keep on after relief until they get it. I think I have done 
my part of it. I have been here for 60 days trying to get it. 

Now, I have just one more point and then I will be through. 

Mr. Hardy of Texas. Will the gentleman permit me to ask a ques- 
tion right there? I understood you to say that the banks would loan 
this money if they had it to loan ? 

Mr. Mobley. Yes, sir; I believe so. 

Mr. Hardy of Texas. . But they have not got it ? 

Mr. Mobley. No, sir. 

Mr. Hardy of Texas. Now, two little banks in my town have got- 
ten under the Aldrich-Vreeland proposition over $120,000. 

Mr. Mobley. Yes. 

Mr. Hardy of Texas.. If thev can not loan that to the farmer, 
whom can they loan it to? And if they can not loan it to anybody 
else, what are they going to do? 

Mr. Mobley. Before I answer that question I would like to know 
what they are doing with it now ? 

Mr. Hardy of Texas. Well, these men went to the Treasury De- 
partment and through the Secretary of the Treasury one of the 
banks got $80,000 and the other I know has $44,000. They got it 
under this Vreeland-Aldrich currency law. Now, they have that 
monej^ in addition to their ordinary fund. If they can not loan it 
to these farmers whom can they loan it to? 

Mr. Mobley. Well, you have not understood me. I believe that if 
they are not loaning it, there are one of three reasons for their action. 
One rfeason is that it is money that they are afraid to loan, because 
of the length of time of the loan. That is one reason. There is 
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another reason. A bank would naturally rather loan to a man in 
the mercantile business than to a farmer, not because one is a mer- 
chant and the other is a farmer, but because the merchant is in con- 
stant daily businesis dealings with a great number of people and r^ 
ceiving cash 

Mr. Hardy of Texas (interposing). Then that just brings it down 
to the place where the bankers do not. want to loan money to the 
farmers. 

Mr. MoBLET. That is the substance. 

Mr. Hardy of Texas. Now, do you not think that if the Secretary 
of the Treasury had the right to prescribe the conditions under 
which the farmers could get this money and direct the uses of it and 
make it a trust fund in that way, that a simple resolution giving him 
that authority would give more relief than that which is obtainable 
under the Aldrich-Vreeland system? 

Mr. MoBLEY. Now, Judge, I have talked with you and have heard 
you talk and have heard you read your resolution, and I have tried 
to come to a fair conclusion. I tell you, frankly, no. 

The Chairman. Judge, I do not like to interrupt you, but the 
chair has already peimitted you to violate a rule with regard to 
interrupting witnesses. 

Mr. Hardy of Texas. I did not know you had that rule. 

The Chairman. You were not here at the time. The method of 
procedure is to let these gentlemen state their own case in general 
terms and then let the members of the conimittee ask them questions. 
Then, with the permission of the committee, we will let the other 
gentlemen ask questions also. 

Mr. MoBLEY. Gentlemen, I want to convince jou that what has 
been done has not really reached the man who is producing crops. 
In order to show you that, I will say that our committee sent out 
telegrams like this — as I said, we did not send telegrams to a man 
who owned a bank and a farm, or who had an income from a bank 
and a farm, or from a professional life and from a farm, but we 
sent these telegrams to the men whose only income was from their 
labor itself; in other words, simply farmers. 

Now, here is the wording of the telegram we sent out : 

Will you wire us Immediately what price you are offered for middling cotton? 

Gentlemen, it was only last Friday when the telegram went out, so 
the answers, as they say, are hot off the bat. .The telegram goes on : 

Can you secure loans on your cotton? If so, at what rate of interest, what 
value per bale, and how long a time? 

Now, that covers the proposition of asking them, "If you do not 
want to sell it, can you get a loan to help you keep it if the price is 
loo low ? " The telegram goes on : 

Can you secure extension of time for payment of debts? If so, at what rate of 
interest and for how long a time? 

Now, that is the telegram we sent out. I could read you a lot of 
telegrams that we received in answer to that one. Here is a great 
envelope full ; here is my pocket full, and I have got a grip full 
down at the hotel. I have not picked out one from this man that 
was bad and another from that man that was bad, but I just picked 
out a sheaf of them; and if they were bad, let them come, or if they 
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were good, let them come, because we wanted the truth. Now, before 
I read the answers to that telegram, I want to read you a letter but 
I am not at liberty to give you the name of the writer of the letter, 
because it was given to me by a friend who said it would prejudice 
his business interests if he ^ave the name of the writer of the letter. 
But I will make my affidavit that it is an actual letter. It is from 
one of the biggest cotton merchants or factors of the country, and 
this is his answer: 

Under existing conditions we are not advancing more than 4 cents against 
middling white cotton and better. 

Now, cotton men know what that means. The letter continues: 

When for sale on first favorable market, and could not name a less rate of 
interest than 8 per cent and the usual commissions of 2^ per cent. 

Now, gentlemen, if you put 2J per cgnt commission with 8 per cent 
rate of interest, together with 22 cents a month for storage and in- 
surance, and add freight, if that cotton did not go up considerably 
in price a poor fellow would have to actually send money to the 
receiver of the cotton to enable him to accept it. 

Mr. Lindbergh. That is on four months' time? 

Mr. MoBLEY. He does not say what the time is. 

Mr. Smith. Is that from a cotton broker? 

Mr. MoBLEY. It is from one of the largest cotton firms in the 
United States. Now, here is an answer from Murphysboro, Ark. : 

Farmers are offered 7 and 8 cents for short cotton. 

That is, for cotton that would not grade up. 

None selling. None inclined to want to borrow mf»ney on their cotton. 

You see, gentlemen, that is not favorable to my contention. He 
says: 

The price is remarkably low — 7 and 8 cents. 

Now, I have got to make an explanation about that telegram. 
That telegram is from Murphysboro, Ark., and that town is situated 
on the edge of a volcanic crater where they are digging up diamonds. 
Certainly a fellow that owns a diamond field ought to be able to 
hold his cotton indefinitely without borrowing money on it. Next 
to the farm is a large peach orchard which is a very good investment, 
paying a 20 per cent dividend on $1,000,000. A large number of 
people are employed there in picking, canning, etc., which fills up 
the banks with deposits. We have rather large banks near there, 
and the situation is fairly good, but you will observe that the price 
is down to 7 and 8 cents. 

Here is a letter from Charles, Ark. That is south and east of 
Fort Smith, close to the Oklahoma line. This letter says : 

Middling cotton selling for 6 and 6^ cents. Producers can not borrow money 
on cotton. 

Note that sentence, gentlemen: 

Producers can not borrow money on cotton. 

Charleston, Ark., September 19, WIJ^. 
Mr. H. S. MoBLEY. 

Dear Sir: In answer to yours of recent date will say, farmers are holding 
meetings day and night. Last night I addressed about 150, and to-day at 3 
o'clock am to speak again. Farmers passed a resolution last night pledging to 
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bold tbeir cotton for 12 cents middling, and to reduce acreage one-half. Vhfta^tB 
are getting desperate. You need not be surprised to hear of rioting. I don^ 
believe they can be controlled unless they get immediate relief. They claim 
they have made the whole sacrifice to save the business of the country as loiV|r 
as they are going to, and if they have to protect themselves they know how to 
do it. At the- meeting last night every farmer aslced me to write President Wil- 
son, Mr. Bryan, Mr. McAdoo, and others asking them to use their influence far 
immediate relief. Only two bales have been sold in Charleston for cash price» 
,6i cents. Sellers, Harvey Milham and Mr. Walker. Farmers are hauling it 
home as fast as ginned. Merchants and bankers say if the farmers don't turn 
the cotton over to them as collateral they will be forced to close their busin^SB. 
The farmers say in turn they wont do so unless they can get a fair price^ 

(2) Producers can't borrow a dollar on cotton from the banks at Charleston. 
The reason why, so the banks say, is uncertainty ; they can't increase their Ioan& 

(3) All the picking so far is being done on credit, with the hope that condi- 
tions will get better and there will be a market for cotton. If conditions d^i't 
get better and people refuse to pick, or credit them, picking stops. 

(4) I have heard tenants say tUat if they had to turn their cotton o^mr to 
their creditors for 6, 7 or 8 cents, that the creditors would have to pick it ; thst 
they (the tenants) had no money to pay for the picking. 

(5) All the governor has done so far has failed to relieve the producer. 
E^armers will send a telegram to-day to President Wilsou, from Bloomer. 
I am sending telegram to Mr. Jacoway to-day. 

Yours, truly. 

Dr. Geo. L. SAiflMft. 

Here is a telegram from Alma, Ark.: 

Cotton selling at 7 to 7i. Fanners unable to secure lotms on cotton. €an 
secure no extension of debt from either merchants or banker. Letter follows. 

There is no help for the poor fellow. He is asking in regard to 
himself and his neighbor. 
Here is one from Clinton, Ark., up in the moimtains : 

Clinton, Abk., September i8, 1914. 
J. C. Floyd, Washington, D. C: 

Positively no market for cotton. A few bales reported at 7 cents for middling 
cotton. No loans being offered by bankers to farmers on cotton security. 

O. P. Nix<wr. 

No market ; no loans ; 25 miles from the railroad ; and in the heart 
of a big cotton section. 

Here is a telegram from a place in Jeffreson County, Ark., where 
they raise nothing but long-staple cotton : 

A'^ARNER Ark., September 18, 191^. 
Hon. S. M. Taylor, M. C, 

Washington, D, C: 

There is no established price yet on middling cotton loans. Can not be se- 
cured from banks on any kind of security. Would not know from whom or 
where to borrow a dollar on cotton or other gilt-edge security. Merchants are 
all clamoring for their money. I have not seen just such times in this country 
for the past 30 years. Those who were fortunate enough to secure loans within 
the last 30 and 90 days had to pay 10 per cent. 

R. R. RiCB. 

Now, I am going to read you a letter from a man who claims to 
be the biggest cotton farmer in the world. If you think you know 
of somebody else who is the biggest cotton farmer in the world, just 
listen to this man. I think he claims to have about 12,000 or 13,000 
acres in cotton : 

New Gassony, Ark., September 18, 1914* 
Hon. S. M. Taylor, M. C, 

Washington, D, C: 

Replying to your message of. this date, beg to say no middling cotton cm 
market. Offered 8 to 8i cents for strict to good middling li-inch cotton. LOcal 



bank extending all help possible, but their funds are limited. The farmers' 
warehouse, S. G. Alexander Co., are charging 9 per cent interest and say they 
can not loan money on cotton to be stored. Only making advance on cotton 
that is for sale. Other warehouses take same position. No money being ad- 
vanced on cotton to be held in storage. Farmers holding back ginning and 
marketing cotton. Very little cotton offered for sale. Merchants and bankers 
are forced to extend time. No definite dates for paying them made. I do busi- 
ness with the Simmons National Bank, and they offer to carry my account at 
8 per cent and extend all needed help. The buy-a-bale movement is sweei)ing 
over the country and helping to booste the price. 

J. M. Gbacie. 

There is no doubt that as far as it has gone it has helped to boost 
the price. This man is perfectly able to take care of himself. It is 
natural that he should have help. Notice what he pays for it, and 
that his high-priced cotton goes at a sacrificial price. 

Here is a letter from Tucker, Ark. : 

Tucker, Ark., September 18, 19 1^. 
Hon. S. M. Taylor, M. C., 

Washington, D. C: 

We are offered around 8 cents for middling hlU cotton. Few, if any, appli- 
cations have been made yet for loans. Farmers distressed about the condition, 
practically no cotton sold yet. Will write you particulars Monday. 

D. E. NiVEN. 

Here is one from Forrest City, a wealthy center : 

Forrest City, Ark., 8eptemher IS, 191J^, 

Hon. T. H. Caraway, 

Washington, D. 0.: 

Seven cents for middling cotton. No loans available. Farmers and mer- 
chants' debts now due, and no extensions offered. 

F. W. De Rossit. 

Here is one from Jonesboro, Ark., an educational, manufacturing, 
and railroad center, and a very rich country : 

Jonesboro, Ark., September IS, 1914- 
T. H. Caraway, Washington D, C: 

.^Pft offered 7^ cents for cotton here to-day. Can get $10 to $35 per bale 
advance from Memphis commission houses. Eight per cent interest until 
ordered sold by producer. Can not borrow from banks on cotton. Merchants 
advance picking by taking bale and shipping and drawing against same. Can 
not get merchants to take cotton and hold same against customers* indebtedness^ 
except allow merchants to ship to commission houses, getting its advances. 

E. L. Caraway, Manila, Ark., 

Now, that is from a center of strong banks and strong wealth. 

Here is one from Lake City, which is in the low country, about 30 
miles northwest of Memphis, but the writer quotes a Memphis 
market. 

Jonesboro, Ark., September 19, 1914* 
T. H. Caraway, 

Washington, D. C: 

In answer to your message, middling cotton, in Memphis, 8 cents. (If you 
iMtve rating can draw $25 per bale; interest 8 per cent.) Merchants and banks 
must collect 50 per cent by the first of the year or suffer. Balance may be 
coUected over. 

William Craddock, Lake City, Ark. 
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Whitesbobo, Tex., September 19, 19H. 
Hon. WooDBOW Wilson, 
Hon. W. J. Bbyan, 
Hon. Wm. McAdoo, 

Hon. A. S. BUBLESON, 

Hon. Secbetaby Houston, 
Hon. MoBBis Sheppabd, 
Hon. Sam Ratbubn, 
Hon. R. L. Henbt, 
Hon. H. S. MoBLEY, 

Washington, D, C, 

Gentlemen: Be it resolved by the Belsher Local Union, No. 1058, of tlie 
Farmers' Educational & Ck>operative Union of Texas, in call session, owing to 
the condition of the producers of cotton brought about by the war preyailing in 
Europe, we most urgently ask the Congress of the United States to pass what ia 
known as the Henry bill. That the producers of cotton without some relief will 
be reduced to a state of actual suffering. 

That there is to our actual knowledge a conspiracy among some of the mer- 
chants of this section and the speculators in cotton by refusal to grant further 
credit for necessary supplies to force the producers to sell their cotton at the 
present ruinous prices, namely, 8.3 cents per pound, middling basis. 

As evidence of this conspiracy the entire merchants of Sadler, Tex., have 
joined in a circular letter to all their customers that their books have been 
closed and that no more credit will be extended. That the proof of these facts 
has been made before said local by members who have seen and read said 
circular letters. 

We further believe that one or other of the banks of Whitesboro, Tex., is 
loaning money to speculators to buy distressed cotton, and we further urge that 
the Congress pass laws to curtail the production of cotton the coming year. 
Respectfully submitted. 

R. H. Gbeen, President. 

J. L. MoBBis, Secretary. 

L. C. Mills, 

S. D. Steedman, 

A. F. Watson, 

Committee, 

Gentlemen, I have other letters and telegrams, but they are all 
along the same line, except that one from the diamond field. Every 
letter and every telegram I have received have not only justified the 
position I have taken, but have absolutely proven beyond any doubt 
that no man in Mississippi, Arkansas, Louisiana, Georgia, and other 
cotton States of the South has any certainty that he can extend 
the time for the payment of debts or that he can receive a fair price 
for his cotton or receive a loan on it to enable him to hold it for a 
price that equals its cost to him. 

Mr. Henry. If it would not be out of order, I would like to ask 
that Mr. Mobley be allowed to pick out a few telegrams that are per- 
tinent and submit them to the committee. 

The Chairman. There is no objection to that. 

Mr. MoBLEY. Here is the position that we assume in asking for 
direct aid to assist us: We have tried to be contented and have 
waited and given ample time for the indirect aid to reach us and 
benefit us, and now we have brought you what we believe to be proof 
at first hand from the men in this bad fix, that the aid has not reached 
them, and so we ask for direct aid as the only way that we can see 
to reach those men and benefit them. There are others among you 
who have different ideas, but I want to say this about the farmers' 
imion idea, and I represent that organization as spokesman, with 
all due respect and good feelings toward everybody else's opinion, 
that you can not relieve our situation in any other way than to give 



COTTON PXJBOHASE. 47 

US direct aid. We do not believe it is hard-headedness ; we do not 
believe it is wild ; we do not believe it is even new in theory in deal- 
ing with agricultural problems. It may be new in America, but 
some one has said that the world is old and her experience is helpful 
in examining new theories, and the old agricultural world has said 
that you must give agriculture its separate relief. I want to say 
that, with the exception of one or two systems of rural finance, not 
one of them has given anv relief without direct aid, and we are 
standing upon the old fundamental principles of agricultural 
finance when we ask you for this relief. 

The Chairman. We are much obliged to you, Mr. Mobley. 

Mr. BuLKLEY. I would like to ask a question. Before doing so, 
I want to digress long enough to congratulate you, Mr. Mobley, on 
making one of the best statements I have ever listened to before this 
committee. I think it is a very clear, fair, and sound statement. 
Now, I want to ask you this: You have shown the distinction be- 
tween the short-time credit* and the longer-time credit, and I think 
that you have hit the nail on the head when you say that the reason 
the banks can not help the farmer, wjien there is an emergency, is 
because they are afraid to let their money go oiit on what might 
prove to be a long-time loan. Now, this bill, introduced by Mr. 
Henry, proposes the issuance of Government notes which are redeem- 
able on demand in gold. Is it not imdesirable for the Government 
to put itself in the position of assuming direct obligations payable in 
gold against a security which may run for a long time? 

Mr. Mobley. I understand that if we were asking for notes pay- 
able on demand, secured by cotton on a long-time loan, that, under 
ordinary conditions, we would be asking a thing that would not be 
soundly scientific. However, I%do not want to go into that phase 
of it now. I do not want to go into it at all. Before I take up that 
line of argument I want to say this : We believe that if we can prove 
to you gentlemen that relief is needed, then, though what we pro- 
pose may not meet your approval, you will give us some relief. 

Now, I am coming back to your question. From a commercial 
banker's view point — ^I do not know whether you are a banker or 
not — ^you are absolutely right. From the established precedents of 
commercial procedure, as I understand it in this country, you are 
absolutely right. But — if you take our position that we are agri- 
culturists, that we have an agricultural commodity that is more 
necessitous than anything that can go behind a dollar anywhere, and 
that we are willing to put this comm >dity up behind the dollars — if 
you give us $30 a bale f oi^ our cotton .re are giving you 100 per cent 
security on a world necessity which we believe is better than gold. 
We believe it and we know that the world realizes it. In other 
words, Mr. Bulkley, we are making our plea from a scientific stand- 
point, from and agricultural standpoint, not from a commercial 
standpoint. 

Mr. BuiiKLET. I think you see the distinction between a security 
being ultimately good and immediately available. Now, if those 
notes were proposed to be redeemed in cotton there would be no 
objection ; but when you propose that the notes shall be immediately 
redeemable in gold, I would like to see some way to get the gold to 
pay them. • 
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Mr. MoBLET. We believe that we see the way, not on demaflid but 
ultijmatelj. We think the Government ought to put up bonds or 
adopt some other method to get the ^old to pay the notes with. We 
believe that half of our year's labor m the South has beei 



year's labor m the South has been wiped 
by this war. We believe that we have raised $l,000,000/)00 of stuf 
in the South and now we can not get more than $500,000,000 for 
it. We believe that if soldiers actually marched through the fieldbi, 
]>utting the torch to the farmhouses and ginhouses, tearins up tb» 
railroads, and raiding stores; in other words, if an army or soldiezs 
liad gone into that country and wrought that devastation and havoc, 
that there would not have been asked one technical question in re- 
gard to giving those people relief. The situation of the South in 
regaicl to cotton is exactly in that state. Possibly one-half of this 
year's work has been absolutely wiped out. 

Now, I am not getting away from your question ; I am trying to 
get back to it. We are putting this in an extraordinary way, not as 
a matter of charity, but as a matter of business, because when that 
one-half of our wealth is suppressed we know from past history that 
when it does spring up again it is going to bring in the gold that 
1 ue commercial bankers want."* So we say that the Government can 
/)ledge its credit until the time when it can brin^ that gold bade, 
because when we sacrifice it the commercial bankms system saeri- 
fices its opportunity to bring that gold back to us. We believe that 
when we use our cotton as collateral we are actually putting g^ld 
behind every dollar, two dollars for one. 

Mr. BuXiKLEY. As far as that goes, I am inclined to think tdiat 
the security would be good, but when the notes come in for redesap- 
tion they have got to be redeemed to save the national credit. You 
say it will bring gold ultimately, an^ I am inclined to think it will, 
but your notes will come due long before that time. 

Mx, MoBLEY. We acknowledge that, but in the interim between the 
time of the making of the notes and the time when the notes beccHne 
due, the Government has got to adopt an extraordinary measure and 
put its credit behind it. 

Mr. BuiiKLEY. But its credit might not be enough; it may have 
to have the gold. 

Mr. MoBLEY. Then let them sell bonds and get the money. 

Mr. BuLKLEY. Then that is all right. 

Mr. Kagsdal£. As I understand you, just as the Government at 
the present time, on account of warlike conditions, availed itself of 
the right to tax to meet those conditions, whenever it finds the 
necessity for gold, it can either sell bonds or impose a tax, and you 
believe that that condition of .affairs has now arisen in the South 
when the Government ought to use one of those prerogatives? 

Mr. Mobley. Yes, sir. 

Mr. WiNGO. Is it any more the duty of the Government to pro- 
vide a gold reserve and redemption fimd for currency issued to re- 
lieve the distress in the commercial banking and manufacturing 
world than it is to provide a gold reserve and redemption fund for 
the issuance of the same kind of currency to relieve the distress in 
the agricultural districts? 

Mr. Mobley. That is a clear summing up of what I have been 
trying to say. We have bgen trying to heal this rituation in the best 
possible way. 



COTTON PUBOHASE. 49 

Mr. Ragbdale. Is not your opinion this: We have provided 
emergency currency for the commercial world which the Secretary 
of the Treasury says may be used up to an extent of over a billion 
dollars? 

Mr. MoBLEY. Yes. 

Mr. Baqsdale. If Congress has seen the wisdom of providing that 
much currency to relieve commercial distress and believes that the 
Government is able to get the reserve and redemption fund for the 
commercial world, do you not believe that the same wisdom and the 
same Government credit could provide a reserve and redemption 
fund for the agricultural situation? 

Mr. MoBLET. Not only it could, but whenever it deals with apicul- 
ture as thoroughly and squarely as it has dealt with commerce, it will 
do as you say. 

• Mr. Lindbergh. I want to inquire if you have any realization of 
the amoimt of deposits that are in the banks, made by the farmers 
themselves ? 

Mr. MoBLET. Well, no, sir; I do not know. I confess frankly that 
I do not. Do you know ? 

Mr. Lindbergh. Up in my section of the country nearly half of it 
belongs to the farmers, and that money is being diverted into specu- 
lative and commercial channels and the farmers are unable to get it 

Mr. Mobley. If the cotton raising farmer of the South had any 
cash left over after paying for storage and other expenses, he might 
have some money to put in banks. 

Mr. Ragsdale. The question was raised that it might be unsound 
from a commercial standpoint to provide notes that might become 
due at any time, because of the inability of the bank to raise the gold. 
That would not be true if the Government handled this proposition, 
the differentiation being that the Government has the power to im- 
pose a tax or to sell bonds. 

Mr. Mobley. Yes, sir. 

Mr. Eagsdale. That is why you think it should be laid on the Gov- 
ernment's shoulders? 

Mr. Mobley. Yes, sir. 

The Chairman. We thank you, Mr. Mobley. Mr. Brooks is the 
next gentleman on the list. 

STATEMENT OF FBOF. T. T. BBOOES, OF THE AOBICTJLTIJBAL AUB 

UECHANICAL COLLEGE, KISSISSIFFL 

Prof. Brooks. Mr. Chairman and gentlemen of the committee, I 
am not here as a private citizen, but as the spokesman of the organ- 
ized farmers of the United States. We are facing a crisis for which 
neither nature nor this Government is to blame, but the crisis is none 
the less real for others being to blame. 

The requirements for getting currency under the Federal reserve 
act is substantially as follows: When current funds are exhausted 
a Federal reserve bank may put up as collateral " prime commercial 
paper," which the Federal Reserve Board must approve, and secure 
Government Treasury notes up to the prescribed limitations — fixed 
by the Federal Reserve Board — and loan these notes to the member 
banks, which in turn loan to individuals. The Aldricb-Vreeland 
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Act has never amounted ta anything. The recent am^dments, giv- 
ing it a new lease of life, sought to bring it into play during tliesd 
days of transition, but that it will not meet the present emergency is 
quite evident unless further legislation is secured. AH banks can 
not join the association for which it provides, and the banks thus 
excluded are the very ones closest to the people who at present are 
in need of help. Only 30 per cent of commercial paper accepted could 
be used to finance crops. 

It is arbitrary with the banks whether they use tne emergency 
currency which they may obtain under the Aldrich- Vrecland Act to 
take care of their ordinary business or use the Grovemment money at 
8 per cent to pay their own 6 per cent debts. Many State banks 
which might become national banks and many national banks which 
might enter the currency association — under the law thus given one 
more year's lease of life — and thereby secure emergency currency 
equal to 125 per cent of their capital and surplus are not doing so. 

BANKS CAN NOT MEET THE EMEHGENCT. 

Our banks can not meet the emergency which has arisen. Our 
banking laws provide for commercial banking and not for agri- 
cultural banking — and this is primarily an agricultural crisis. We 
need financial aid that commercial banking can not supply. 

We have four groups of national banks : 

1. Those located in central reserve cities — ^New York, Chicago, St. 
Louis — about 50 in number. 

2. Those in reserve cities — ^about 309, located in about 47 cities- 

3. Those located elsewhere are termed country banks — about 7,183 
in number. ^ 

4. The Federal reserve banks, numbering 12. 

Any city of 50,000 population may become a reserve city upon 
application of three-fourths of the national banks doing business in 
said citv. 

Any city of 200,000 or more population may become a central re- 
serve city upon the application of three- fourths of the national banks 
doing business in said city. These applications must be approved by 
the Comptroller of the Currency. The Federal reserve act did not 
change the reserve cities or central reserve cities. 

Section 13 of the Federal reserve act reads in part as follows : 

Upon the tnctorsoment of any of Its member banks^ with a waiver of demand 
notice, and protest by soch bank, any Federal reserve bank may discount notes, 
drafts, and bills of exchange arising out of actual commercial transactions; that 
is, Dotesi, drafts, and bUls of es.chang« issued or drawn for agricultural, indns- 
triaU or commercial purposes, or the proceeds of which have been used or are to 
b0 u«od, for such purposes, the Federal Reserve* Board to have the right to de* 
tenulne or define the character of this papsr thus eligible for discoant witbta 
tiM meaning of this act. Nothing in this act coDtained shall be conatmed to pc^ 
hibit such notes, drafts, and bills of exchange, secured b^ staple agrlcullurid 
products oc othev goods, wares» or merchandise from being eligible for such, dls- 
GDunts; but sudi definition shall not include notes, drafts, or bills covering 
aaerely investments &f Issued or drawn for the purpose of carrying or tradimg to 
fltock8» koBds, er otlier Inveetment seouiities, except bonds and iicttes of the. 0#v- 
mnxaumt of the United States. Notes, drafts^ and bills admitted to discount 
imder the terms of th^s paragraph must have a maturity at the time of dltb- 
count of not more than ninety days; Provided, That notes, drafts, and bffl» 
drawn er issued for agrio«rItuval> purposes or basted on Itvei stodt and ha^'^tog' « 
asHtMrit:? not to etxceed iribc montha maty 1»e diae^untel in an anumnt fa be llacMM 
to a percentage of the capital of the Federal reserve bank, to be ascertained and 
fixed by the Federal Reserve Board. 
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This paragraph shuts out real estate security and limits loans 
^n agricultural products, no matter how staple and nonperishable, 
to six months, so far as the Federal reserve banks are concerned — 
and they are the only ones in position to secure rediscount privileges 
tinder the Federal reserve act. Note also that the Federal Reserve 
Board may " ascertain and fix " the percentage of the capital of the 
banks which may be covered by these discounts. 

We have persistently refused to recognize the fact that agriculture 
needs a separate bankmg system from the commercial world. What 
would commerce do if it had to rely on rural-credit banks? Bank- 
ruptcy, such as has not been heard of, would follow. It is just as 
absurd for agriculture to depend on commercial banks. The average 
length of time of agricultural turnover is two years — ^taking in the 
departments of crop raising, fruit raising, and the live-stock busi- 
ness. The average time of turnover in the commercial world is 
flbout three months. 

The banks have already financed the making of the crop and owe 
money in New York, which make it impossible for them to meet 
the present emergency. The farmers, in the main, .are served by 
State banks. There is no law linking together the National and State 
banks so as to enable State banks to demand emergency currency and 
secure adequate rediscounting privileges. We have 18,000 State 
banks and only 7,400 National banks. The ordinary demands on 
commercial banking preclude the possibility of our banks, as now 
constituted, taking care of the present crop on terms which must be 
demanded if material help is to be had. We want to emancipate the 
banks themselves — ^the smaller banks — from the terrorism of co- 
ercion of the big banking interests, and we wish to relieve business 
as well as agriculture. 

In the first place we want the privilege of renewal without increase 
of interest rates. 

In the second place we do not want to be victimized by usury, 
which would take advantage of our necessities. 

In the third place it will take more money if the crops are carried 
with current funds than the banks are in position to supply at rates 
which farmers can afford to pay. According to the Secretary of 
Agriculture farming only pays 5 per cent. When the majority of 
farmers pay more for capital they are on the road to bankruptcy. 

What shall we do? 

We might do nothing and sacrifice from two to three hundred*^ 
million dollars in bankrupt sales of cotton alone. 

The banks might come to the rescue as far as they are able and 
■advance money up to about 8 cents at 6 or 8 per cent. 

The Government might loan at a low rate direct or through banks. 

The Government might valorize by purchase at uniform prices for 
the various grades* 

Ours is not an ordinary situation. The Government advances 
money to certain banks which meet certain requirements and charges 
lor such currency different rates of interest. It now has seventy-five 
4uxd three-quarter millions deposited in the national banks, for which 
it receives interest ki 2 per cent. It proposes under the Aldrich- 
Vreeland law to issue to bank associations at 3 per cent plus. 

The Iwmer has never been allowed to get in on this deal in a w^y 
tkai m/deis the deoaand of agricultural transactions. 
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Seven European nations are slaughtering each other and have 
paralized the industry and commerce of a hemisphere. In the mean- 
time some one must perform the carrying functions of our surplus, 
which under normal conditions would go abroad immediate!^. The 
question is, Who is to perform this carrying function ? The ma- 
joritj^ of farmers are not able to carry it. The ordinary business 
man is not in position to perform the duty. He is pinched because 
the farmer can not pay his obligations. Business is paralyzed if 
the farmer does hold on his own resources, as he is thus unable to 
spend the money which his crop would bring to pay debts and make 
new purchases. If he could get the money business would revive. 
Speculators should not do the carrying, as that would mean that 
producers would be forced to sell at bankrupt prices to the specu- 
lators, and the speculators would be compelled to drain the banks 
for cash to buy and hold the surplus. 

Funds can be deposited in the State and National banks as pro- 
vided in the Henry bill and made available to the producer and the 
ordinary business world would not be disturbed. The farmer would 
not be gouged by exorbitant rates on money he must borrow to hold 
it. The banker would get his flat fee of 50 cents per bale and that 
would be the extent of his charges regardless of the length of time 
the loan continued, and the interest profit would go to the Govern- 
ment. 

Sixty-three per cent of our export of prime agricultural products 
is cotton — over half a billion dollars per year. It is only the export 
excess that the bill provides that the Government undertake to help 
carry temporarily. 

Suppose your salaries were taken from you and you could find no 
market for your brains — ^you might feel a little different about this* 
I know what it means to see a mother and sister work in the cotton 
fields — pardon me if I feel intensely on this subject. You can throw 
a thrill of patriotism throughout this country as has not been done 
since the flag was unfurled among the countries of the world. 

This is done in France and Russia. 

Redemption can come by sale of bonds or postpone the date of 
redemption. 

Gentlemen, it might cause us to look at this a little differently if 
it came home to everyone of us just as it is coming home to the 
average man who does the actual labor of producing this cotton. If 
every Member of Congress were to be deprived of his salary and not 
be in a position to market his brains, he might feel a little different 
from what he does at present ; and that is virtually the condition of 
these farmers who have worked and produced this commodity for 
which there is no market. 

This advancing of money by the Government on warehouse re- 
ceipts is not a thing which has not been tried. France has done it; 
even Russia has done it. 

1 had a private talk with a member of this committee, whose name 
I shall not mention, in which I asked him this question: "If mon- 
archial governments can step down and do things for this poor man 
that the United States Republic refuses to do, which^ will appeal to 
that class of people as his oetter friend, the monarchial government 
or the republic? " He said," Candidly, I believe a monarchial gov- 
ernment is better for that class.'' I said, " Why do you not say so ? ** 
He replied, " We have not the moral courage." That was his answer. 
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The Chairman. Who said that, Doctor? 

Prof. Brooks. I did not call his name. We were talking privately 
and I do not wish to reveal his name, but if we believe that we can ble 
a friend to this poor man as well as a monarchy can, then now is the 
time to express that feeling. You have got the chance right now. 
I do not know how many times you will have to turn down a plea 
like this before that class of our people will begin to lose faith in this 
Government as being their friend. I do not know how extensive 
that feeling would be if they were turned down in this instance, but 
I do know that if this request is granted that there will be nothing 
that has been done by any Congress since we have had a Govern- 
ment that will cause such a thrill of patriotism to go through this 
Nation from one side to the other as will that [Applause.] I know 
that, right or wrong. 

This is not a sectional measure ; the Nation's wellf are is at stake. 

OBJECTIONS. 

The double charge that this bill is class and paternal is made by 
its opponents. Men will vote and work for class and paternal meas- 
ures year in and year out so long as they indorse the measures, but 
let a measure be suggested that they do not indorse, and it is at once 
paternalistic and therefore very obnoxious. This Government has 
been passing paternalistic and class laws ever since it has been a 
Government. Members of Congress of all political parties and 
alinements^ have supported these measures. We have precedents in 
the many protective tarilBf laws — even the one we have now is not 
without protection. The Government has thousands of employees. 
When it needs one no longer he is discharged and that is the end of 
it, with one exception — if one serves in this particular capacity and 
he is needed no longer if he got any damages during the service he 
is placed on the pay roll without further service, and if he dies we 
put most of his closer kin on the pay roll for honor's sake. And 
JDemocrats do this just the same as JRepublicans. In the past we 
have given bounties from the Treasury to the sugar producers. We 
have kept in bond whisky for the distillers. We gave enough land 
to railroad companies to make 13 States the size of Indiana. As 
they could not sell this land immediately they issued bonds to secure 
money, and the Government indorsed the bonds to make them sell. 
We coddle our so-called coastwise shipping trust by keeping out 
the ships of all other nations and giving our own a complete mo- 
nopoly. We saw a neighbor to the south of us in trouble; we got 
very much concerned; we declared war, we fought, defrayed the 
expenses, and then freed the people without asking for thanks or 
favor. This was the high-water mark of patriotism, the Good Sa- 
maritan war that set Cuba free. As one or the fortunes of this war 
we secured the Philippines. The Federal Government does not ap- 

f)ropriate money for educational purposes at home, but it sent ship 
oads of teachers to those far-away islands to teach heathens the 
ways of civilization. We heard the cry of distress over in Italy 
because of the devastations of earthquake, and we responded with 
Government appropriation to aid the suffering in foreign lands. 
We heard the cry of distress in Galveston, and we answered again. 
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We cared for Mexican women and children refugees during the re- 
cent struggles in that distracted country without a thought of.recom- 
pence. We had a panic in the fall of 1907, and we took millions out 
of the National Treasury and poured it into the New York banks to 
break the panic. We buy millions of dollars worth of silver and 
issue it in the form of stamped coins worth commercially about half 
its face, and thereby boost the price of silver. Everj summer our 
well-to-do seek pleasure and diversion and information in foreign 
lands. When this European war broke out thousands of our citizena 
were inconvenienced and unable to make proper exit from the 
troubled nations. We post haste appropriate millions and send 
across the ocean seeking our fellow citizens that we may wrap the 
folds of the glorious Stars and Stripes around them and bring them 
safely home. Now we hear the distress of thousands — nay, mil- 
lions — of our wealth producers who are suffering from the etfects of 
this war, for which they are not responsible. They do not ask any 
gifts from the Treasury, but that their wealth be the security for the 
Government to hold and tide over a panic a thousandfold more in- 
tense and distressing to them than was the panic of 1907. Between 
the suffering tourist and the suffering toiler, will you make a distinc- 
tion in favor of the former? 

There is no vote you would cast that would lighten the hearts of a^ 
many people upon whom we depend for our existence and make them 
feel that this Government is truly their friend as to vote for 9k 
measure that will accomplish the purpose of thie bill. 

Without taking your further time, gentlemen, I submit these 
remarks for your consideration, and I am ready to answer any ques- 
tions you wish to ask. 

The Chairman. We are very much obliged to you. Doctor, for 
your remarks. 

Prof. Brooks. I thank the committee. 

STATEMENT OF DB. H. ft. AIEXANSEB, HATHESS, N. C. 

I 

Dr. Alexander. I am here at present repres^atins the organized 
farmers of North Carolina as the State president of the North Caro- 
lina Farmers' Union. 

Mr. Chairman and gentlemen of the committee, I think I mighi^ 

Ereface my remarks by saying that I indorse practically all that 
as been said to the committee. I indorse the bill read in your 
hearing and explained by Congressman Henry because I believii 
it will relieve the situation, and I am going to outline just briefly 
the situation as I loiow it to be in North Carolina, because I havCi 
been nearly all over the State recently. 

More than 50 per cent of the cotton in North Carolina is made 
on credit, financed on time by the time merchant. You might ask 
me why that is so. My answer to that would be that it is so be- 
cause this great National Government of ours has failed to make 
adequate provision in its banking laws for agriculture. That is 
why it is so. It has provided a financial system that meets the need^ 
of commerce, of manufacture, and of transportation, but certainly 
does not meet the needs of agriculture. For that reason the farmer 
has not been able to obtain finances to finance his crop before it was 
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made, aad therefore he fell into the hands of the time merchant, 
and more than one*half of the cotton crop of the South is made 
on credit. More than one-half of it is made by the tenant class, 
too. You might ask why that is so. That is true largely because 
of special favors shown by the Government to manufacturing and 
other business enterprises, and as a result men have left the farms 
and gone to the cities, and left the lands in the hands of the tenant 
class of people. I am reciting conditions as they are leading up 
to the present emergency. 

As has already been stated, we have seen how salaries — I will 
speak of it as a salary, because you gentlemen draw a salary — we 
have seen our salaries cut in two within the last 30 days, and that 
for no fault of our own. We see confronting us distress and want 
for thousands of women and children in the South imless some means 
of relief is found. Now, to whom should we go? 

We go to the head of our Nation, to our own National Govern* 
ment, because we are citizens of this Government in the first place^ 
and, in the second place, because this National Government under 
the Constitution of the United States claims the sole prerogative of 
controlling the finances of our country. Under the Constitution the 
National Congress alone has the power to coin money and to regu- 
late the value thereof. In my opinion Congress has violated the 
Constitution, in that it has delegated the power to regulate the vol- 
ume of the circulating medium, which means the power to regulate 
its value, practically speaking, to private individuals and corpora- 
tions known as the national banks ; and in doing that it has discrimi- 
nated against the great masses of the people of our country and con- 
ferred special privileges on a small class of our citizenship. How- 
evetr, understand I do not blame you gentlemen for that, but I would 
have cause, I think, to criticize you if you fail now to do all that 
you can to relieve thes ituation that has come about largely because 
of the discrimination and class legislation that has gone on hereto- 
fore. 

We look to the administration in Washington for relief. A con- 
ference was held with the Secretary of the Treasury. He availed 
himself of the legislation that already obtains, known as the Aldrich- 
Vreeland Emergency Act, to provide emergency currency to meet 
this emergency. I think that he honestly believed that it would 
meet the emergency. I believe the Secretary of the Treasury was 
bonest in stating to that conference, which had representatives from 
all the Southern States in it, that it would meet the situation. I am 
here to report to you that in my State of North Carolina that which 
has been done has utterly failed to meet the situation. It has proved 
totally inadequate. In fact it has brought no relief, gentlemen, 
and there is no use in trying to evade that fact; it has brought no 
relief to the situation, to the farmer who is distressed. That argu- 
ment was made before the Secretary at the time of this conference, 
that unless you make it possible for the banks, the local banks 
of final distribution, to avail themselves of this emergency currency 
that they may put it within the reach of the farmer, it will not meet 
the conditions. That argument was made at that time. To 
that the Secretary answered that if the money was put in the 
national banks, the money centers, you can not keep it from going 
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into the channels of business. But it has kept itself from going 
there, or the bankers who got it have kept it from goin^ there, be- 
cause it it not there now, gentlemen. I have letters, or nad letters 
before leaving home, from a number of State bankers in North 
Carolina asking me if I could suggest to them any way in which 
thej could obtain the money ; one of those small banks stating that 
if it was assured of being able to get emergency currency that it 
would build a warehouse and take care of the distressed cotton of 
that country. Of course, I was unable to give them any satisfactory 
answer to their question. They stated that they were untable to bor- 
row the monye from their corresponding banks. It was stated by 
one of the largest State banks in North Carolina in open conference 
two or three weeks ago at Baleigh, that he had tried to get money 
from the national bank wherein he had kept a deposit of $30,000 
or more during the summer, and had failed to get one dollar. Since 
that time I know that that same bank sent a man to New York witii 
$200,000 of the very best security, signed up and indorsed by men 
who represented not less than $2,000,000 of wealth, perhaps, and put 
in a week in New York trying to get $100,000, but did not get one 
dollar. He tried first in the national banks of North Carolina, but 
could not get it. 

The question was put to Mr. Joseph G. Brown, of Raleigh, who is 
chairman of the National Currency Association of North Carolina, 
a few days ago, whether there was available emergency currency in 
North Carolina sufficient to finance one-half of the cotton crop of 
North Carolina. The answer came without a moment's hesitation, 
"No; there is not.'' 

Another prominent banker in the State was asked a day or two ago 
if he thought the relief provided was sufficient to meet the emer- 
gencies of the occasion. He answered without hesitation, " No ; it is 
not a drop in the bucket." ^ ' 

What are they doing with the money, those who have obtained 
emergency currency ? I do not think it would be difficult to prove to 
you that they are using that money to pay their own obligatious in 
New York; their own borrowings in New York. Heretofore, under 
normal conditions, our banks have had no trouble to obtain money 
when cotton began to move, because cotton always brings money; 
but cotton is not moving now because there is no market for cotton, 
80 they are taking the money that the Government has tried to pro- 
vide to relieve the condition of the farmer, and they are paying off 
their own obligations in New York, and the State banks, going to 
New York, can not even get that money, which is probably emergency 
Currency ; even through New York they can not get it. So there has 
been nothing done as yet. 

. We do not come, as I said, as beggars asldng alms at all. We have 
a right to come here and demand — ^I say demand, and I say it ad- 
visedly — ^because we are a part of the citizenship of the United States, 
and the most important part of it, too, the agricultural class, be<5ause 
that class creates the raw material which is the basis of all wealth 
and of all the industries of this coimtry, and without which we would 
not have any industries. 

As I said" a while ago, since the Government alone has the pre- 
rogative of coining money, of issuing money, although it has dele- 
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gated that power to the national banks, yet it is the duty of the Gov- 
ernment to see that its organized agencies discharge the duty that 
it has conferred upon them, and it is up to Congress, as I see it, to 
either provide direct relief by the legislation which we have asked 
in the Henry bill, or else compel your agencies, as already organized, 
to do their duty to the public and furnish this currency when good 
security is put up for it. And we do not ask it on any other grounds. 

I do not know that I need say anything more. I think it is just 
up to Congress to do or not to do. I believe that if you do your 
duty by a large part of the citizenship of this country you will pass 
this bill or some other measure that will give relief, i will go fur- 
ther and say that if this administration had passed the right kind 
of a rural-credit bill as soon as it came into power and had at once 
gone to work to put it into operation, we would have been prepared 
largely to meet this emergency ; or if this administration had put the 
Federal reserve bill into operation — ^and it has been nearly a year 
since it was passed and those banks are not organized yet, and I 
should like some one to say why. I was told here a few weeks ago 
that the reason of it was that the large New York banks were oppos- 
ing the organization of those Federal reserve banks; that they did 
not want them organized and were going to do all they could to 
prevent them from being organized. If that is true it would seem 
that the banking interests of the country are more powerful than 
the National Government, than Congress. I am not willing to admit 
that yet, although they have dominated Congress to a large extent, 
the money powers have. But that is the impression that is going 
out over the country now, that those banks have not been put into 
operation because the large national banks do not want them put 
into operation. That would have helped the situation, too, if they 
had been put into operation at once instead of all this delay. 

The Chairman. Have you not read the newspapers. Doctor, and 
do you not loiow that for months the confirmation of the President's 
nominees to the Federal Reserve Board was held up in the State? 

Dr. Alexander. Yes; and I do not indorse the Senate's action in 
holding it up at all. 

The Chairman. But that indicates that the delay was not occa- 
sioned by any organized efforts of the banks anywhere to prevent 
the organization. 

Dr. Alexander. It has been more than a month, though, since 
those members of the board were confirmed. 

The Chairman. And it is a tremendous task to organize a Nation- 
wide, revolutionary banking system. 

Dr. Alexander. I suppose so. 

The Chairman. The Federal Reserve Board has been in session 
day and night, and my information from the board — in fact the in- 
formation given this committee by the Secretary of the Treasury 
and by members of the board last week — ^was that the system would 
be put in operation perhaps by the 15th of October. 

Dr. Alexander. I hope it will b*e. 

The Chairman. It may be true that the big banks in New York are 
opposed to it, but I do not think it is true that they will make their 
opposition at all effective. 



58 oorroN pttbchasb. 

Dr. Ai^xANDER. I hope not, but I heard that here two or ttiree 
weeks ago. 

Mr. ILkYEs. Is it true? 

The Chairman. I do not think it is. 

Mr. Hayes. I think the banks are in favor of it, so far as I hare 
heard of them. 

The Chairman. Some are; some are not. 

Mr. Hates. There may be individuals opposed to it, but I mean as 
a whole. 

Dr. Alexander. Gentlemen, I hope that Congress will find a way 
to provide relief for the distressed condition. There is no doubt 
about it ; it is a condition that is going to be far worse than it is now. 

In a conference with the North Carolina delegation and with 
Senators a while ago, one of them asked what the people will do 
to help themselves. I want to say that I have never seen men make 
a more determined effort to meet the situation than the farmers are 
doing in my own State of North Carolina. Thejr are holding their 
cotton; they are holding to it with grim determination — ^like grim 
death, as you express it usually. But the crisis has not yet been 
reached, because the debts are not yet due, but they will be due now 
in a short time, when they are going to be forced to sell that cotton 
to meet their obligations. 

Now, you might ask why the banks of North Carolina and of the 
other States, too, are not making use of the emergency currency for 
the purposes for which it was intended. The explanation of tnat is 
this: The bankers are owners of cotton, and the spinners and the 
bankers are linked up together in this way. They are going to take 
care of the spinner first. There is not any doubt about that. They 
are human, just as we are. I do not blame them. They are going to 
take care of the spinner first, and the spinner expects to buy mat cot- 
ton for, perhaps, 6 or 6 cents a pound. 

The question of valorization came up in the conference with 
Secretary McAdoo, and that, to my mind, is the keynote to the sitna^ 
tion. Who is going to valorize cotton ? Cotton heretofore has been 
valorized in that there was a market for it; always a market. The 
market valorized cotton. But now the market is destroyed. We 
have no market at all. The appeal was made to the Secretary of the 
Treasury that the United States Government ought to valorize cot- 
ton, because it was the only factor or institution that was sufficiently 
large to give confidence to its action. But the Secretary of the 
Treasurj^ did not do it. Then the banks were appealed to to valorize 
cotton with a loan value. They have not done it, and I do not blame 
them. They will not even agree to loan 6 cents a pound on cotton, 
and I have put that proposition to several of them. They admitted 
that they had plenty of money, but they will not agree to advance 
5 cents a pound on cotton as a general proposition. They do prom^ 
ise individually to take care of their own customers as much as pos- 
sible, but that is not taking care of the small farmer and the tenant 
class that is going to suffer distress and loss and ruin if something 
is not done for him. 

The mill men refuse to valorize cotton with a purchase value, b^ 
cau§e, as I said, they expect to get it for less in a short time, and 
will unless something comes to the rescue. That question of valori- 
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zation is one that they are all evading. To my mind the Govern- 
ment ought to put a valuation on it, because it has valorized other 
things. I think I am correct in saving that the National Govern- 
ment has valorized gold bullion as far as the power of one Govern- 
ment is capable of valorizing it. It has put a coin value on gold. 
I think it came to the rescue of the silver-mine owners a few days 
ago, as was stated here to-day, and valorized silver. I do not see 
why it should not come to the rescue of the southern cotton farmer 
or the southern tobacco farmer or the producer of any other agricul- 
tural commodity which is threatened with destruction, you might 
say, to its producer — why the Government should not come to the 
assistance of these distressed commodities. 

That is all that I care to present before the committee, I believe. 
I do not believe the States can meet the conditions. In our own State 
the people, the farmers' union in our State, is now canvassing North 
Carolina with blank petitions; they were sent out to-day to every 
cotton county in the State, pledging every farmer to hold his own 
cotton for 10 cents a poimd, if possible, or as 'much thereof as he 
could ; also that of his tenants. We are endeavoring to get them to 
sign that pledge and not to sell for less than 10 cents a pound. An- 
other pledge was on the plan of the " buy-a-bale " movement, to get 
every man, of whatever calling, to buy one bale of cotton at 10 cents 
a pound, and hold it until the market went to 10 cents. Another plan 
was to get merchants and bankers* to agree to carry accounts and 
notes, where cotton was put up in the warehouses, and receipts put 
up as collateral to secure those accounts and those notes ; to get every 
business man that would to sign a pledge to that effect. Another 
was to get every time merchant in the cotton counties to sign these 
agreements or pledges that they would accept cotton on account at 
10 cents a pound. That is the effort that is being made in North 
Carolina now among the people themselves, that work is being car- 
ried on ; it was started to-day by the farmers' union, and we are going 
to make a thorough canvass, so we are doing all we can ourselves, 
and God helps those that help themselves. I hope Congress will be 
equally as good to us. 

Mr. Wilson. I should like to ask the gentleman a question. 
Dr. Alexander. Do not ask me technical questions now. 
Mr. Wilson. I want to ask you frankly a question. 
The Chairman. Nobody would desire to embarrass you. 
Dr. Alexander. I know that. 

Mr. Wilson. I want to know if you think, should Federal reserve 
act go into effect as quickly as this proposed measure might, if in 
your opinion it would give sufficient relief? 

Dr. Alexander. I do not think it will unless the Secretary takes 
isome steps to compel the banks to carry out his purpose. 

Mr. Wilson. Has he not authority under the law ? Of course he 
can do nothing but what the law provides? 

Dr. Alexander. If the law is deficient in that particular, then you 
had better amend the law, unless you can provide something else. 

Mr. Wilson. I am not asking this in a spirit of criticism. I am 
asking it to get your opinion. 

Dr. Alexander. I do not believe it will, because, as I said, the 
banks are going to take care of the manufacturer first; and, as I said 



60 OOTTON PUBCHASB. 

a while ago, they are paying off their own obligations in New York. 
I do not believe the small banks of North Carolina have any money. 
They have financed the making of this crop, and it is time now to 
pay up their own obligations, and usually they have been enabled 
to do that, because cotton went on the market and brought in the 
money and they were able to pay off their own obligations and save 
their profit; but cotton is not moving now, consequently they are 
loaded up. 

Mr. Wilson. I know the situation, because I am from a cotton 
State myself. 

Dr. Alexander. A banker from North Carolina told me here to- 
day that 90 per cent of the small banks were just carrying every bit 
they could rijght now. Well, the large banks will not advance to 
them. That is what they report to me. 

Mr. Wilson. But the precise Question I want to know is this, if the 
Federal reserve act, which will oe in operation in a short time — be- 
fore this bill can become a law in any event — ^if it is in operation, 
will it relieve the situation without this act? 

Dr. Alexander. No ; I do not think so. 

Mr. Wilson. You do not think so ? 

Dr. Alexander. No, sir. 

Mr. Smith. In the cotton country what other products have they J 

Dr. Alexander. Cotton is their only mon^y crop in the cotton coun- 
ties. Some of our cotton counties are also tobacco coimties and pea- 
nut counties. In those counties they have three money crops. That 
is true only of a few counties. 

Mr. Smith. The same farmer diversifies and raises the three 
crops? 

Dr. Alexander. Yes. That brings to my mind another question 
that may arise in the minds of some of you, and that is why the 
farmers grow cotton on credit instead of raising a home food supply. 
The large bulk of the cotton crop is grown by absentee landlords 
under the tenant s;;^stem. The small landowner who lives on his farm 
and cultivates it himself makes his cotton or his tobacco his surplus 
crop and raises his food supplies, and that class of our farmers are 
in good circumstances. They are not worried about the war. But, 
as I said at the outset, more than one-half of the cotton of North Car- 
olina, and I expect two-thirds, if not three-fourths, of the cotton 
crops of the South, is made by tenants. I would say that two-thirds 
was made by tenants. 

Mr. Smith. It is this tenant class you want to help ? 

Dr. Alexander. They are the men who need help. And if you 
could see their condition as I can, going to and fro through North 
Carolina, it would appeal to you. If there were any way under 
Heaven to afford them relief you would find it. They are good peo- 
ple. They have taken their wives and children to help in the making 
of that crop, not knowing whether they will get a cent out of it or 
not, because their time bills will consume every bit of that cotton 
up to at least 8 cents per poimd. In some sections I have understood 
they are actually going out picking cotton for other farmers to get 
money with which to Duy something to eat, because the time mer- 
chants have shut down on them. They are having to pick out to get 
money for something to eat. 
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Mr. Smith. Letting their own fields eo unpicked f 

Dr. Alexander. Letting their own fields go unpicked. That is true 
in some cases — ^not to a large extent. They are maUng threats that 
if there is not something that promises them more than 8 cents a 
pound for their own cotton they will not pick it, but I do not hear 
that very generally. We have a better class of people as a rule than 
that, but they are neglecting the pickinjg of their crops to the extent 
of picking for others, but it is a necessity ; they have got to do it in 
order to live. 

The Chairman. The committee is very much obliged to you for 
speaking. 

Mr. Alexander. We appreciate the interest and the attention the 
committee has given us, but it is a vital question, gentlemen. Our 
existence is at stake. 

Mr. BuLKLEY. Do you indorse Mr. Henry's suggestion that if we 
could take care of these even to the extent of $30 a bale it would re- 
lieve the situation ? 

Dr. Alexander. I think it would. It would in my State, and, so 
far as I am personally concerned, if there is opposition to the point 
of valorization, I think it would be all right to cut that out and leave 
it with the banks, provided that you require the banks to loan that 
money only on cotton, tobacco, or some other distressed farm product. 

STATEIPNT OF MB. A. F. THOMAS, OF LTNCHBITBO, VA. 

Mr. Thomas. Mr. Chairman and gentlemen of the committee, 
this is rather a large proposition we are discussing to-day, and in 
order to get through with it within a reasonable time I shiu leave 
out as much detail as possible. 

I want to say in commencing this discussion that imless the Con- 
gress is prepared to deal with this question in a large way, that 
action on the part of Congress, in my judgment, will be futile. It is 
a question, gentlemen, like building a dam across a river. You may 
build it partially across, or seven-eighths of the way across, and the 
water will still escape and no power will be accumulated; but you 
complete the dam across the stream and then you harness the power 
and make it effective; so I would regard any action on the part of 
Congress that only addressed itself to a partial relief of the situation 
as entirely inadequate and inadvisable. 

The situation is not one that affects only the South. It is one 
that affects the South and every other State in this Union. It takes 
on a sectional, a national, and an international aspect. 

The trouble, it seems to me, is that there is a certain amount of 
confusion of thought about the actual trouble. It is not, as I see it, 
a banking trouble. The banks are to-day in a position, without any 
emergency currency of any sort, to market the crop of cotton if it 
were current. There would be absolutely no trouble in getting funds 
to move the cotton crop if the cotton crop would move,but the trou- 
ble is, gentlemen, that it does not move. There is no market for cot- 
ton and the need of the situation is for a market, not for funds, 
biit for a market for the product itscilf , for the merchandise itself. 
That same proposition is true in certain grades of tobacco. While 
the entire tobacco situation is affected, it is not affected do seriously 
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as a whole as is cotton. I was for some 20 years in the tobacco busi- 
ness. I think I know something about it. I think I know a good 
deal about the tobacco business. I do not think that this war should 
logically affect seriously a large number of grades of- bright tobacco, 
but when you come to the dark tobacco that is sold in Austria and 
in Hungary, or in Italy or in France, why it looks to me like the 
market is swept away, and that the solution of the trouble must be 
to either store those products until the war is over and that demand 
returns, or sell them upon a speculative basis. 

It does not matter what kind of products you have, in time a mar- 
ket will make itself. There will come a time when there will be a 
market for cotton upon some basis. There will come a time when 
there will be a market for anything under the sun which has value. 
It may not be such a market as you gentlemen would like to have. 
It may not make returns that will pay debts, or very much of your 
debts, but there will be a market of some kind for everything under 
the sun that has value. The trouble with the market that is now in 
the making is that we are headed under the laissez faire method on 
a market that is based upon a speculative value^ and that speculative 
value, gentlemen of the committee, is made when all doubts on the 
part of the buyer have been eliminated as to whether it is a safe 
price or not 

If I were a buyer of cotton I would not buy cotttm at 10 cents. I 
would not buy it at 8 cients. I would not buy it at 6 cents. And if 
you gentlemen do nothing here, I would not buy much of it at 4 
cents, unless you would tell me how long the war is going to last. 
The reason for that is this: As you increase the risk you decrease 
the price. It is a law of trade as unalterable and as sure in its action 
as the law of gravitation. If you put off the time when a thing will 
likely be used, or if you have a condition of uncertainty as to when 
the buyer can dispose of it, that buyer will discount the price to 
overcome those unfavorable conditions, and for that reason you 
have no market for cotton. Why? Because nobody knows when 
cotton is going to sell ; nobody knows where your buyer is going to 
come from; nobody knows how long they may have to carry that 
cotton. Therefore it is not a banking system you need ; it is a market 
you need. You need a market. The banker — ^no prudent man, no 
man that you ought to intrust with the funds of other people, would 
for a moment be willing to loan out his funds, whether emergency 
currency funds, whether reserve currency, whether gold or silver, 
upon a collateral that he believed was going to be lower. 

That would not be prudent banking; and no banking propositioQ, 
no loan proposition from a bank that leaves the risk of that cotton 
upon the shoulders of the individual buyer, will ever affect the priee 
ot cotton materially. The banking system was not gotten up for 
that. A banking system was not made up to furnish a market. ^ A 
^banking system was properly gotten up for the purpose of paSGong 
<mrrient credits from place to place. Neither the national banldi^f 
srystem nor your reserve banking system was gotten up for an invei^ 
jBient scheme. It was not gotten up to build a market for cotton, for 
/Unrtj for wheats or for any cither material. It is only to deal witih 
•the credits of the country and the fluid credits of the country* Ton 
4iid not get your banking systtoi up for any meh pxtrpinsab ; you mM^ 



properly did not get it up for such purpose. You would have been 
n banking conunittee that was a long ways from a safe line if you 
had gotten up a scheme of that sort and called it a banking system. 
Therefore your emergency loan proposition, therefore any plan of 
furnishing currency to any banks to loan to the individuals to carry 
cotton-, is in my judgment not worth the paper it is written on, be* 
cause it leaves the loss, if any, to the cotton buyer, and he is going 
to come as near to stealing that cotton as he can. It is the law of 
commerce. It is one wolf preying upon another if he can not find 
anything better to eat. We may }ust as well recognize that. W^ 
have to do business on hard and cruel lines. I do not impugn the 
patriotism of anybody. I do not want to be understood, gentlemen, 
as raising any question here that the banker is any worse than any- 
body else. I have met some very nice bankers, viery gentlemanly 
bankers, who have, by the way, done me a good many favors, and I 
would be an ingrate if I selected that class of people out of all of 
the balance of human nature to say that they were meaner than any* 
body else. That would not be true. They are proceeding upon the 
same incentives and motives that impel the actions of other human 
beings, and if they are acting in a certain way it is because there is 
some fundamental reason or incentive that moves them to act that 
way. 

You may take it out of the bankers' hands and go over to your 
neighbor, the farmer, and I have always thought the farmer was 
better than other people simply because he did not have the oppor- 
tunity to be worse. Gentlemen, if you will take your proposition to 
a farmer who has got a few hundred dollars and ask that farmer to 
come and put up his money against your cotton at 10 cents per pound, 
when that farmer's judgment is that cotton is going to 4 cents a 
pound, he will not do it, and no other sensible man will do it, and 
ought not to do it. 

Under these principles, if the Congress does not come to the rescue 
of the cotton situation, in my humble judgment the price of cotton 
will continue to decline until it reaches a basis that would be re- 
garded as absolutely safe from a speculative point of view. If j^ou 
allow the cotton crop of this country to come down to a speculative 
basis, you will bankrupt most of the business men of the cotton coun- 
try an<i practically all of the farmers. That is my candid and hum- 
ble judgment. They have made this cotton on a supposed price of 
about 12 cents a pound. They have bought their hogs and hominy 
at prices that were in keeping with 12 and 13 cents a pound for cot- 
ton, and now if you allow these prices to go down to 4, 5, or 6 cents 
a pound it means that that farmer can not pay his debts, and it 
means that the merchant who has trusted him will not be able to pav 
his debts, and the way to freedom on his part will, in my judgment, 
be found through the doors of the bankruptcy court. 

Coming to your banker. That man rests upon the backs of the 
merchant and of the farmers. If you take out at one fell swoop one- 
haii ot the purchasing power of the whole South it means that your 
banks are hurt, and hurt badly. I am coming to this proposition^ 
tbat the banks themselves can not take care of the situation. They 
am not organized to take care of it They are not prepared to take 
eave of it^ and as prudent. business men they ought not to try to takd 
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care of it in the sense of upholding the price of cotton. There is, in 
my judgment, but one single, solitary force in the United States that 
can do that thing. There is but one power whose shoulders are 
broad enough ana whose arms are long enough and whose back is 
strong enough to take the great load and carry it with safety, and 
that is the United States Government itself. 

The principle embodied in the Henry bill will save the situation. 
I am not now discussing the details of his bill. He Mmself is in an 
accommodating spirit as to the details of his bill, and therefore it is 
not necesary for me, in this formative stage of that bill, to enter into 
any discussion of the merits of the details of it, except that I want to 
say that I do not share within the view that he ought to concede too 
low a price in that bill, because it would defeat, as I shall show you 
a little later, one* of the main objects of the bill itself. 

I assume, for the sake of argument, that we will perhaps export 
9,000,000 or 10,000,000 bales eventually of this crop. That 10,000,000 
bales at 10 cents a pound would be $500,000,000, 1 believe. That will 
make us a credit abroad of $500,000,000 that is payable in gold. If 
we, by adopting the laissez faire method, or the failure to do any- 
thing, permit the price of that cotton to go to 5 cents per pound, we 
have simply lost to the United States of America $250,000,000 in 
gold. We have simply made a present of that to the farmers all 
over the earth who buy American cotton. We have taken out of our 
wealth and poured over into their bins of wealth that immense, vast 
sum that could, if a feasible plan be gotten up, be kept in the coffers 
of the people of America. 

Now, gentlemen, if an armament were approaching from the Gulf 
of Mexico and were to land upon that coast and go over it and de- 
stroy, or you thought were going to destroy, one-half of $250,000,000, 
you would hurry as quickly as the Army and the Navy could do so 
and spend $1,000,000,000 to repel those invaders. You would put 
behind it every single, solitary power of government in order to pro- 
tect those people against that invasion. What difference does it 
make to me, if I am the farmer in the southern country and the mer- 
chant in tte southern country, whether the individual robs me or 
you allow an 6comoic change to rob me? I am no poorer in the 
one case than I wt)uld be in the other, and it makes absolutely no 
difference to me, gentlemen, whether you rob me when I am going 
to the market or whether you rob me when I am coming from the 
market. The thing I object to is being robbed at all. 

The problem, then, as I see it, is to make some provision by which 
to procure a conservation of price. There is the whole kernel of the 
proposition. If you can save to that man that made the cotton and 
to that merchant that trusted the farmer on the basis of 10 or 12 
cents — if you can save to them a reasonable price for cotton — you 
have met the situation. If you do not do that I do not care a straw 
whether you do anything or. not. 

And I am very much mterested in the cotton situation. I do not 
raise any of it, but I have a great deal of money tied up in debts that 
must be paid in cotton, and it does not matter to me at all whether 
you consider any cotton proposition if you do not put behind it some 
force that will prevent the robbery of the men who made that cotton; 
because I rest upon his back, and when you let him sink out of sigiht 
I am the next man in course, and I catch it. 
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That is a cold-blooded, selfish argument. I am not dealing in 
fine terms. I am trying to lay before this committee the facts of the^ 
situation as God gives me to see- them. 

I wanted to call your attention to this fact: That not only is th^ 
Government of the United States the only agency that can get behind 
this proposition, but it can carrj'' the entire cotton crop indefinitely 
without the loss of a single, solitary cent of interest. I wanted to 
say to you that if you put the credit of the United States Govern- 
ment behind that proposition the price of cotton will not fall. The 
moment you say that there shall be 10-cent cotton, the moment the 
peopljB learn that the United States Government stands ready to 
put 10 cents a pound behind that cotton, every single, solitary mill^ 
in this country that buys cotton will buy it at 10 cents. They wilF 
not buy it for a cent less. Every single, solitary bale of cotton that 
is sold for export will be sold at a price of 10 cents or better, because 
they will get no cotton if they do not do it. And in the last analysis, 
the whole thing amounts to this: The millman will take his quota, 
the exporter will take what there is a demand for, and the United 
States Government will have to carry the sulplus until times are 
more propitious for disposing of it. That is the whole proposition. 

Now, I assume that that might amount to 5,000,000 bales. I do 
not think it will amount to more than that, for this reason: I do 
not expect to see the demand for cotton so terribly reduced as is now 
supposed. I think that is overestimated. In the first place, hard 
times make people wear more cotton clothes. The poorer people 
are the more cotton they wear. In the next place, as I see it, this 
war will have the result of sending to the mills of America an un- 
precedented demand for American manufactured cotton. So there 
will not be such an immense falling off in the demand for cotton 
as would now appear on the surface. 

You see, a large proportion of the cotton that is sent to England 
goes to Asia and to Africa. A large proportion of the cotton that 
IS sent to Germany finds its outlet in the same countries. There- 
fore, there will not be that great falling off in the demand that is 
now expected. But even if the Government has to carry over 
6,000,000 bales of cotton — and I do not believe it will have to carry 
that much — at 10 cents, that would amount to 

Mr. Hayes. $250,000,000. 

Mr. Thomas. $250,000,000. Now, gentlemen, the saving that you 
have effected in the price of your export cotton will more than re- 

Eay you the entire amount invested in the cotton that has got to be 
ept at home. 

I want the committee to get that. The point I make, Mr. Chair- 
man, is this : If you have to carry 5,000,000 bales of cotton amoimt- 
ing to $250,000,000, and if you put the Government behind it and 
maintain a price of 10 cents, the saving to this country will be suf- 
ficient to pay for the entire $250,000,000 as compared with what you 
would have got if you did not do that. I do not think the Govern- 
ment would be taking any very great risk in doing that kind of 
thing. 

In the second place, the advantage that would come from that 
would be to stimulate the production of corn, wheat, and other 
things in the South. A price of 10 cents on cotton, based on the 
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prices that corn, wheat, and meat are now selling at, is not over 8 
cents for cotton last year; certainly not more than that. I do not 
believe there will be any incentive for the southern farmer to make 
cotton on a basis of 8 cents. 

I do not believe that the Government will have to take any steps 
to protect itself against overproduction. I believe that the price of 
bread would be all of the deterrent that you would want to use to 
keep the farmer from overproducing, and it will bring about, in my 
judgment, an economic change that would be highly advantageous 
to the South. 

There is no question, gentlemen, of your power to do this thing, 
and I have not heard anybody raise any question of power. You 
have a direct grant of power in the Constitution to issue currency, 
and any method under the sun that you gentlemen may deem proper 
to carry out that grant of power is constitutional, and so decided by 
the United States Supreme Court in the National Bank case. 

Mr. Hayes. What particular grant do you refer to? 

Mr. Thomas. I refer to the grant of power that permits you to 
issue currency. 

Mr. Hates. To emit bills of credit, etc.? 

Mr. Thomas. Yes. You have that grant of power, and it matters 
not how absurd your method may be ; no court in this land can even 
inquire into the necessity for it. Every single member of this com- 
mittee is, no doubt, familiar with the decisions along that line. 

The vital question, then, gentlemen, is not whether you can do it 
or not. The question that comes up to you is, Will you do it? It 
is not a question of whether it can be done ; it is a question of whether 
jou want it done. There is not a single man in Congress who, I 
would suppose, would not think that it would be possible to conduct 
this thing if the Government thought proper to undertake it, if the 
public policy of it appealed to the Congress. You have solved very 
much more difficult problems than that. There is no difficulty along 
the line of doing it. It comes back to the vital proposition. Will 
you do it? Do you want to do it? Can we count on you to do it? 
And that involves the public policy of the proposition. 

Mr. Hayes. You can add another question there: Is it wise to 

do it? 

Mr. Thomas. That is involved in the question. Will you do it? 
Do you want to do it? I do not suppose you would want to do an 
unwise thing. 

Mr. Hayes. We might want to do it, but is it wise ? 

Mr. Thomas. I do not assume you would want to do it if it were 
not wise. I assume the committee would want to do the wise thing 
and the proper thing. 

I have lost the remainder of my notes, so I shall not burden you 
very much more with my talk. I wanted to say, gentlemen, in con- 
clusion, that I do not altogether agree with the proposition that this 
is an old question in America. I think it embodies new features. 
I want to be frank with the committee. I want to do it in justice to 
myself and in justice to the committee. There are certain new fea- 
tures connected with this proposition that I do not recall having 
met before. It is certainly an extension of the function of govern- 
ment along lines that have not been pursued before, and that is for 
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the reason that the great necessity for it never existed before. When 
it became apparent that private initiative had broken down in inter- 
national insurance there came down to Washington those who were 
interested in trans- Atlantic shipments, and they asked the Govern- 
ment to extend its functions, to 'take on a new function of ffovern- 
ment and to undertake to furnish insurance that could not be fur- 
nished so safely or so well by private agencies. So great was the 
need at that time that the Congress met that need and passed a bill, 
and, if I am not misinformed, you have a bureau of insurance that 
is now doing business. When it was also recognized that there was 
a supreme need for a merchant marine to carry the exports away 
from the wharves of this country, that they were piling up and be- 
coming congested there, if I mistake not the Democratic administra- 
tion lent a favorable ear to the proposition. Whether progress has 
been made on the bill I am not advised, but personally I was glad to 
see both things done, because they meet a need 

Mr. Henry. Mr. Chairman, will the gentleman permit me to in- 
terrupt him to state the status of that measure ? 

Mr. Thomas. I thank you. 

Mr. Henry. The bill providing for the purchase of ships has 
been reported by the Committee on the Merchant Marine, and is now 
pending in the House. The Committee on Rules will be assembled 
to-morrow to consider a special rule introduced by Judge Alexander 
of Missouri, and I apprehend — ^without pretending to speak for the 
committee — ^that the rule will be favorably reported and that the 
House will consider the bill. 

Mr. Thomas. I thank the gentleman from Texas for the informa- 
tion. 

I am making this point, Mr. Chairman : That when a great public 
necessity arises, when private initiative fails to meet the need of the 
people and fails to furnish a convenient and serviceable way, and 
when the United States Government can be invoked to protect the 
people against a great disaster, when it can perform a service that 
can not be performed by any one else, when it can put behind a 
proposition an immense strength and power that can not be obtained 
from any other source under the sun, it becomes the holy duty of the 
man who represent the people of this country to get behind the 
proposition and give them that assistance and protection. 

In my view of the case, gentlemen, I do not believe — ^without 
impugning anyone's action or dealing with anyone's motive — ^that you 
have any moral right to come here as representatives of this great 
country of ours and see the people of this country needing protec- 
tion when the Government can furnish it, and refuse to do so. 

What, in the name of God, did you make a Government for? Is 
it a thing to be looked at? Is it a thing to be worshiped? Is it a 
thing made for any other purpose under the sun than a service to 
the people who own that Government. The old idea of " L'etat, c'est 
moi T " is out of date. It might have done for Louis XIV in France 
to have said that and believed it. It may be all right, perhaps, for 
others to associate themselves with the idea of the divine right to 
rule. We are neutral, and I can not be more specific, but that idea 
in America has received its death blow, and this great Government of 
ours rests upon a foundation of capacity and willingness to serve the 
people of these United States. [Applause.] 
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And you may ask me to what limit would I carry that? Mr, 
Chairman and gentlemen of the committee, I would let efficiency be 
the line. Whenever you can do better for me than I can do for 
myself 5 for the Lord's sake, get busy and do it. That is no loss of 
independence on my part. If I walk down to the railroad station 
and get on the train and ride home, what boot is it to me who owns 
the railroad? I am just as dependent on the agency, it matters not 
who owns and operates the road. The dependence of the individual 
upon the Government arises not out of the form of government but 
out of the complexity of society. And if I ride along the road and 
have my horse shod in the shop, whether it is an individual shop, a 
corporation shop, or a Government shop, I am just as dependent on 
one of them for a horseshoe as I am on the other. 

I would not carry this any further than the public need for it was 
demonstrated. I would not carry that principle any further than 
I would carry it in my private life. I do the thing that I think is 
best, and you gentlemen who legislate, you legislate on identically 
that same principle or you are wrong. You have no right to do the 
thing that ought not to be done ; you have no right to refrain from 
doing the thing that ought to be done. 

Mr. Hayes. But it is up to us to judge. 

Mr. Thomas. Unquestionably, sir. I am not undertaking to judge 
for any man. I am only laying down a principle that I believe you — 
whatever your position on this question may be — will admit is sound. 
It is not my province to judge lor any member of this committee or 
for the Congress, but to present to you as I see it the principle under- 
lying this proposition, and to put it up to you and your conscience 
and your duty to those who sent you here. 

I thank you, gentlemen, for your attention. [Applause.] 

Mr. Barrett. Mr. Chairman, will you hear Mr. Heflin about fiye 
minutes? 

Mr. Heflin. Mr. Chairman, I desire to be heard about 10 minutes 
on a bill which I have introduced. 

Mr. Lindbergh. May I ask the gentleman who just sat down a 
couple of questions? 

Mr. Thomas. Yes, sir. 

Mr. Lindbergh. How long can vou keep cotton without injuring it? 

Mr. Thomas. Indefinitely, sir, I am informed. 

Mr. Lindbergh. What about tobacco? 

Mr. Thomas. Tobacco is a different proposition and must be han- 
dled diflferently. I am perfectly familiar with the tobacco situation. 
Tobacco can be kept, but the present bill would not meet the case. 
Chairman Glass introduced for the farmers' union a tobacco bill here 
sometime ago, which would, in my judgment, meet the situation. It 
is a very much more radical bill than this, and the tobacco situation 
requires a more radical treatment. 

Mr. Hayes. In the early history of this country they kept tobacco, 
for they used it for currency. 

Mr. Thomas. Yes, sir; it is possible to keep it, but 'it has to go 
through a very complex process. It can be handled, but not in the 
same way as cotton. . ^ . ^ 

Mr. Smith. If you put it through this process, how long will it 
keep? 
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Mr. Thomas. When I was in the tobacco business I sometimes, un- 
fortunately, had to keep it four or five years, but I did not want to 
do it. It can be done. 

Mr. Wilson. Mr. Thomas,, would you apply the general principles 
of this bill to lumber and naval stores ? 

Mr. Thomas. I would not. In my judgment, that could not be 
successfully put through. The principle is all right, but the practi- 
cability of it will vary with the subject. 

Mr. Wilson. Lumber and naval stores would be practicable sub- 
jects, would they not? 

Mr. Thomas. I would not — if you ask my opinion — ^be favorable 
to the Ixovernment undertaking to do a thing that would wind up 
badly. As a business man my schooling is all against it. 

STATEMENT OF HON. J. T. HEFLIN, A MEMBER OF CONGRESS 

FROM ALABAMA. 

The Chairman. We will hear Representative Heflin. Some mem- 
bers of the committee exact the condition that you speak in the form 
of anecdote. [Laughter.] 

Mr. Heflin. This is too serious a question, Mr. Chairman, for 
anecdote. 

Mr. WiNGO. Mr. Chairman, I would like to have Mr. Heflin 
elucidate his plan. 

Mr. Heflin. I will tell a story, since the chairman requests it. 

The farmers had assembled in Atlanta and were discussing the 
rate of interest being charged and ways and means to secure money 
with which to move the cotton crop. One gentleman in the course 
of his remarks said, " They charge us 12 per cent, they charge tis 
10 per cent, and call money in New York is 4 per cent." He said, 
"Do you get that? Call money in New York, 4 per cent." And 
one old fellow arose and said, " By golly, I call." [Laughter.] 

The Chairman. That is not the information that we received, 
we understood that the incident occurred in -Alabama instead of 
Oeorgia, and that the fellow said, " Tom, I call you." [Laughter.] 

Mr. Heflin. They are calling in Alabama and Georgia, too, and 
in all the other States the cotton producers are calling v for relief 
from conditions that oppress them, and I think they are entitled 
to it. . 

I am a pioneer in this movement, Mr. Chairman. I introduced a 
bill requiring the loan of money through the banks directly to the 
farmer. I will file my bill, with your permission : 

[H. R. 18522, Sixty-third Congress, second session.] 

A. BILL To require the issuance of an emergency currency and to loan the same to the 
cotton producers of the United States upon properly authenticated cotton warehouse 
receipts. 

Whereas the conditions created in the cotton business of the United States 
by the European war have closed the markets of Europe to nearly two-thirds 
of the cotton crop of the United States ; and 

Whereas the producer is confronted by conditions which will bring demorali- 
zation to his business and cause the sacrifice of his property and the suffer- 
ing of his family, unless the Government grants him speedy relief; and 

Whereas it is the duty of the Government of the United States under the 
general welfare clause of the Constitution to prevent the suffering and 
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misery of this great class of producers and protect tbem in their right to 

enjoy the fruits of their labor and industry : Therefore 

Be it etMcted hy the Seriate and House of Representatives of the United 
States of America in Congress assembled. That this act shall be known as the 
emergency cotton currency act. because the occasion for its enactment Is made 
necessary and imperative on account of conditions created by the European war. 

Sec. 2. That the Secretary of the Treasury be, and he is hereby, empowered 
and directed to issue or cause to be issued in the name of the Government of 
the United States at the earliest day possible an emergency currency to be 
known and designated as the emergency cotton currency of the United States. 

Sec. 3. That the purpose of the issuance of this emergency currency is to aid 
the cotton producers of the United States in holding their cotton so as to pre- 
vent the sacrifice of the same at destructive prices. 

Sec. 4. That in order that the producer may be immediately aided and directly 
benefited by the use of the emergency cotton currency herein named, the Secre- 
tary of the Treasury is authorized and directed to loan from and out of said 
fund directly to the cotton producer the amount of $45 per bale upon the duly 
authenticated cotton warehouse receipt when presented to the proper authority 
by him or his duly authorized agent. 

Sec. 5. That the Secretary of the Treasury shall hold said cotton warehouse 
receipts until final settlement is "had with the producer. 

Sec. 6. That it shall be the duty of the Secretary of the Treasury to prescribe 
rules and regulations by which the keeping and loaning of this money shall be 
conducted in the local cotton markets of the South and to designate the kind 
of storage places or warehouses to be used in housing the cotton upon which 
loans are to be made. 

Sec. 7. That the rate of interest to be charged for money loaned upon cotton 
warehouse receipts and the time for the payment of said loans and the day for 
calling in and canceling the emergency cotton currency shall be fixed and deter- 
mined by the Secretary of the Treasury, the Secretary of Agriculture, and the 
Attorney General of the United States, by and with the advice and consent of 
the President of the United States. 

Mr. WiNGO. What is the number of that bill ? 

Mr. Heflin. H. R. 18522. 
. Mr. WiNGO. What is the date of it? 

Mr. Heflin. August 25, 1914. 

Mr. WiNGO. Is that a resolution or a bill? 

Mr. Heflin. It is a bill. I introduced the preamble, gentlemen, 
for the purpose of setting forth the reasons for the passage of a bill 
of this kind at this j:ime. 

Now, I have another bill, which has been referred to the Ways and 
Means Committee, requiring the Government to purchase 4,000,000 
bales of cotton and to hold it. My purpose in this was to tie up 
4,000,000 tales and take it off the marKet— not all at once, but to buy 
it within six months. 

Mr. Weaver. At what price? 

Mr. Heflin. At 12 cents; the Government being in the market all 
through the selling season helping to hold up the price of cotton. 

Now, then, those who did not want to sell could come in under this 
other bill and borrow on their warehouse receipts. Thus by these two 
measures we would have 4,000,000 bales outright to be bought, and 
the farmers would be tied up with the Government on the other 
cotton. 

Cotton has sold above 12 cents a pound for five years. The spinner 
expected to pay more this year. The manufacturer has already sold 
his goods to be manufactured out of this cotton at a figure above 12 
cents a pound. Cotton having brought 12 cents a pound for five 
years, I think the Government would be safe in purchasing 4,000,000 
bales, and then lending 9 cents a pound on the remainder of the 
crop— 3 cents a pound below the market price, for the last fiye years^ 
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Then what would be the situation ? The farmer Would say, " I am 
going to borrow 9 cents a pound on all this cotton, $45 on the bale. 
I will not plant but little next year. I will get more out of this 
cotton that I have tied up than I would get by planting a big crop 
and bringing it in and dumping it on the market." And for that 
reason the farmer will not plant a big crop next year. I am in 
favor of this, Mr. Chairman, and every farmer in my district would 
s;mction this statement. 

If I were governor of my State, I would call the legislature to- 
gether immeaiately and pass a law cutting down the acreage one- 
half in my State by a State law — ^not by the exercise of the Federal 
taxing power — and I would call upon every other State in the South 
to do the same thing and cut the acreage in half. 

That is not against the farmer. If he did not make but 7,000,000 
bales in 1915 he would get more for it than for a 15,000,000-bale crop, 
and at the same time he would be helping the Government to carry 
this burden. The Government would not lose $1 of this amount; 
but if it should lose — if the Government should lose every dollar 
of it, it ought to go to the rescue of this great producing class at 
this time. And it will take less money than we have expended on the 
Philippine Islands since we have had those islands. 

But we would not lose that money. Mr. Chairman, a government 
that will go to the relief of people when they are in distress on ac- 
count of flood, a government that will go to the relief of p)eople who 
are in distress on account of fire, a government that will go to the 
aid of people who are in distress on account of earthquake, as they 
did in the home of my good friend from California — and I voted 
for the bill — should be ready to go to the aid of its people who are 
facing disaster by reason of a foreign war. When fire swept Salem, 
Mass., the people were crying and shivering up there. I voted for a 
bill to give them relief, and some people said they were trying to get 
their hands in the pockets of the Government. But here are a people 
in the grip of war coming into a market where they have for five 
years sold their product at above 12 cents, who have paid over $250 
for mules and a high price for everything else that has entered into 
the production of the crop, who have produced a crop that has cost 
more per pound than any crop they have ever made, and now ask 
the Government to go to their rescue ; and I can not understand the 
philosophy of that Government nor the logic of its position when it 
will not lend a helping hand to those people in distress in a time 
like this. 

Mr. Chairman, agriculture is the cornerstone upon which all other 
industries rest, and cotton is the only product in all agriculture 
every pound of which is converted into money and every dollars' 
worth of which contributes to the financial wealth of the United 
States. Here we have a product that no insect pest can harm when 
it is ginned. No climatic conditions* can affect it. No tooth of 
time can destroy it. You can preserve it for hundreds of years, and 
it will be just as good for spinning purposes as the day it was stored. 

What are we confronted with ? We are confronted with this con- 
dition : The Government says to the banks, " You can deposit this 
money at a certain rate of interest, and we are going to let you have 
it to relieve this situation." What do some of these bankers dot 
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They say, "I believe here is a chance to get rich. I believe I can 
make more money out of buying it at 6 cents and holding it and sell- 
ing it for 12 cents than I can by lending money on it." And he shuts 
his doors. 

Then what is our remedy ? The Government has already let him 
have JXionej. On what basis? Upon merchantable paper, the spirit 
and life of which is cotton. Then if he refuses to relieve the cotton 
producer, what is the producer to do? He waves the banker aside 
who wants to speculate on his cotton and get rich out of it, and he 
comes directly to the Government, and he says, " If that merchant- 
able paper is good which is based on cotton transactions, why is not 
the thing itself, which brings gold here when all other products fail, 
good just one time? If you lend money to these people on this mer- 
chantable paper at all times, if your merchantable paper is good 
at the Federal Treasury at all times under normal conditions, why 
not in the case of an emergency base it on the cotton itself one time 
and give relief to the producers of the South?" 

That is the condition we are up against, Mr. Chairman. Now, 
just a word of comment on this ship proposition. 

Here is the wide ocean between us and a market. Here are some 
of our producers with products. There is a market for them over 
there. The Government says, " You can not get to them, but we are 
going to furnish you the vehicles by which you can reach the m^ar- 
ket." What does it do? It buys ships itself to bridge the chasm, 
to take the product to the market place. 

What else? The insurance companies say, "We can not take the 
hazard of insuring the cargo." Then the Government says, " In 
order that you may reach the market I will insure your cargo." 
And they are taking to the markets of Europe a product that is in 
demand and refraining from giving aid to a product the market for 
which is closed temporarily. 

Sirppose we did not furnish the ships, and grains were in demand 
over yonder, and the grain dealer could not get to the market and 
there was no demand for cotton. The cotton man could not get to 
the market. It would not do him any good if he could. They are 
both in the same boat. The grain man says, " I have got the grain, 
but I can not reach the market." The cotton man says, " I have the 
cotton, but there is no market at present. Then the Government 
says to the man with the grain, " There is a demand for your prod- 
uce, and here are the vehicles to carry your produce to the market. 
Will that same Government turn to another farmer who produces a 
different staple and who cries for aid, and decline to ^ve him aid ? 

Gentlemen, it is not just, it is not fair, and I do not believe this 
Government will be guilty of that conduct. I do not think that. I 
think that what we are asking here is perfectly right. I think it is 
just. I think it is sound. If this Government does not come to our 
aid it will take the South 10 years to recover from the demoralizing 
conditions that this war is producing. 

Gentlemen, think of it. Cotton that sold for $65 a bale is now 
going for $30 in the market place. Think of the condition that will 
confront us the 1st of October, when the debts are due, and the mer- 
chant says, "I have got to have some money." The farmer says, 
" Here is" a bale of cotton. Last year you gave me $65 for it." The 
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merchant says, "I must have the money. They are pressing me, 
and I have got to press you." The farmer says, " That will just pay 
you $30 on what I owe you, and last year it paid you $65." 

Gentlemen, they are ruined unless they can get this aid, and I 
simply wanted to come here and give you, briefly, some facts on the 
situation. I heartily indorse legislation that will come to the relief 
of these people now. If the banks will not let them have this money, 
where else are they to go but to this great Government? If we can 
aid a few men interested in the shipping business and with people 
-whpse produce is in demand, how much more ought this Government 
to come to the relief of 30,000,000 of people interested in an industry 
where a billion dollars is tied up and there is no market? 

I thank you, gentlemen. [Applause.] 

Mr. Alexander. Mr. Chairman, there is one point that I over- 
looked a few minutes ago which ought to appeal to some members 
from the Middle West. If we are unable to get more than 5 or 6 cents 
for our cotton we will not be able to buy even a little plug mule from 
Ohio or any other part of the Middle West, nor will we be able to 
buy their food products. 

Another point is the effect of the valorization of cotton if you 
pass this bill fixing it at 10 cents. I talked with a speculator the 
other day and told him the provisions of the Henry bill, which was 
for the Government to buy cotton at 12 cents a pound,^ and asked 
him what he thought about it. He said, " It is the very thing to do. 
We are all at sea. We do not know what cotton is going to bring." 
And he says the mills are loaded up with cotton-mill products that 
they spun from cotton they had paid 14 cents for. He says if the 
Government will put a valorization on cotton at 12 cents it will at 
once bring up the mill products, and that wilL affect all New Eng- 
land, too, and it will be a godsend to the mills, too, if the Govern- 
ment will do it. That is a point I think you ought to consider. 

Mr. Smith. Mr. Chairman, I move we adjourn. 

Mr. Henry. There are several other gentlemen who wish to be 
heard. Would it inconvenience the committee to go ahead to-morrow 
morning for a little while? I myself can not be present, but there 
are some views we want to present. 

(Here ensued an informal discussion as to the time of the next 
meeting.) 

STATEMENT OF HON. EAEL BREWER, GOVERNOR OF MISSISSIPPI. 

Gov. ^REWER. Mr. Chairman, I had no idea of undertaking to 
make a speech. After listening to the flow of oratory we have had 
I am forcibly reminded of a story that was once told by an old gen- 
tleman in the Mississippi Senate. After a bill had been under dis- 
cussion for a whole day something was said about there being too 
much discussion, but nothing was done. He said it reminded him of 
an old farmer who went out to shear a sow. They asked him how 
he came out, and he replied that she made a great deal of fuss but 
he got very little wool. [Laughter.] 

I have attended several meetings of people interested in the South 
who were trying to achieve some plan whereby we might be able to 
increase the price of this cotton crop and prevent its being slaugh- 
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tered on a war market. It occurs to me that the arrangement made 
by the Secretary of the Treasury whereby this currency was placed 
at the disposal of the national banks of the States to finance the crop 
would not reach the situation, and that perhaps something might 
be done by Congress that would relieve it. 

I have been told that we could do something in the State govern- 
ments. I have looked the situation over thoroughly, discussed it 
with a number of practical business men, and I do not see anything 
to be accomplished by the States calling the legislatures in session. 
Gov. Colquitt, of Texas, and othfer governors have urged me to call 
the Legislature of Mississippi together that we might accomplish 
something, but looking it squarely in the face as a practical business 
man I do not see much to be gained by it. 

But is occurred to me that Congress is in session, and that it should 
be the desire of every reasonable Member of Congress to help re- 
lieve this situation, if it can be done reasonably, and it occurs to me 
that it is perfectly reasonable and perfectly practicable to relieve 
the situation to a very great extent. I am not one of those who 
believe that the whole cotton crop will "go to the demnition bow- 
wows" for a long time. I think the war situation will clear up 
after a while and the demoralization will cease and reason resume 
its sway ; but while this demoralization is on I believe that Congress 
can, in a perfectly proper way, relieve the situation to a very great 
extent. 

In the first place, we have met in Mississippi, and we have dis- 
cussed this business, and we find the bankers or the State, as a gen- 
eral proposition, in thorough accord and ready to help us to hold 
this cotton off the market if possible and prevent its being sacrificed 
at war prices. But this they are not able to do. You go to a bank 
and say to them, "I have 2,000 bales of cotton here. I want to 
hold this cotton. I do not want to put it on the market now at this 
price." "Well," they say, "we are not in a position to lend you 
money for an indefinite time." In addition to that the banks of the 
. country are attending to commercial business and are organized 
for that purpose, and their loans must necessarily be short. 

I find, for instance, in the general make-up of affairs in the country 
that the banks are not organized for the benefit of the agricultural 
interests of the country, and necessarily something is going to have 
to be done in the future on the subject of rural credits. To begin 
with, I take it that the average farmer is like myself. In beginning 
the planting business we had to go in and buy land on credit. In 
order to obtain lands to m&,ke a crop it was necessary to mortgage 
everything, from our children down, to a commission merchant. 
Later on we succeeded in getting arrangements at our State banks 
whereby we would borrow this money at a lower rate of interest than 
we could from the commission merchants and be more independent. 

But a great many people are involved, as stated by one of the 
speakers here to-day, in the making of this crop. They have had to 
borrow money. The crop has been an expensive one. Mules are 
high. Foodstuff is high for both man and beast. The result is it 
has cost us 8 cents a pound, in my judgment, to make this crop.. 
Now, having made the crop, and having this extremely wet season 
come on us in Mississippi, which cut the crop nearly half in two, 
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and then having the war cut the price in two, we find ourselves in a 
state of about 26 per cent prosperity. 

Now, let us see what can be done. If the farmer is permitted to 
go anywhere and borrow $30 a bale on this cotton properly ware- 
housed, in my judgment, it will relieve the situation, provided his 
loan is long enough to enable him to cope with this war situation. 
To lend a farmer money for 90 days with the understanding that at 
the expiration of the 90 days the loan is to be called, is just simply 
putting him in the hole where there is no hope for his recovering. 

Let us then suggest another plan. Suppose there was a resolution 
passed through Congress fixing a certain amount of the emergency 
currency, issued by the Federal Government, that might be loaned 
to the farmers and the men who produced the cotton, that is should 
be loaned at a rate of interest fixed by the Federal Government — 
that rate of interest not to exceeS, say, 6 per cent — ^and that the loan 
might be renewed for a j^ear at his request. It occurs to me that 
before that time had expired the necessity for the loan would have 
been over, the cotton sold, and the money paid back. 

Under the present system, which lends to the bank the emergency 
currency at 2 per cent, the banker takes it and does the most practical 
thing with it— as you or I would do. He simply takes it and uses it 
to have his bills discounted and loans money to the farmer as a 
result of it at 8 or 10 per cent, and, then, his loan is n con- 
fined to 3 months or 90 days. They loan for 30, 60, or 90 days. The 
emergency currency, I understand, extends f6r 4 months only and 
the bank would say, " We must have at least 30 days, or 15 days, in 
which to liquidate, to make the loans and to collect the loans. The 
result of it is, Mr. Farmer, that 90 days or 100 days would be as long 
as we could lend it to you." 

So if Congress can, being in session and having this distressed war 
situation to deal with — ^not a general economic condition, but a dis- 
tressed condition — desiring to do something for the benefit of this 
section of the country that would bring the relief, why can not the 
arrangement be made? 

You may require that the farmer before he obtains the loan shall 
have his cotton insured against loss or damage by fire, floods, or 
other causes. Then if you are lending money on it away below the 
cost of production it is necessarily a safe loan. There can not be a 
loss on that. You may lend money on commercial paper indorsed 
by two men or more. That is valuable, and they are arranging now 
for that kind of loan. But the sureties may be come insolvent in a 
day. There is more risk to that than there is about lending money 
on warehouse certificates where the cotton is insured and the insur- 
ance transferred to the bank. All over the South the banks for years 
have done business lending money on cotton-warehouse receipts. 
They have done a safe business with it. No bank has ever lost money 
in the United States on that proposition. It is considered an abso- 
lutely first-class loan in the South. All the State banks in the coun- 
try are lending money on warehouse certificates, and simply with 
the ordinary protection of the cotton from loss by fire. But you may 
make it stronger than that; you may require that it shall be pro- 
tected against every casualty, so that it is dead certainly there 

Mr. Eagsdale. And in the insurance that they take against fire^ 
unlike their present system, they can insure it for its full value. 
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Gov. Brewer. Yes, exactly; and not only from fire but from any 
other causes. 

That is a perfectly good security, and if you are not loaning any- 
thing like the cost of production, necessarily you have got an abso- 
lutely safe security. It occurs to me that. Congress being in session, 
this could be done and done in a practical way, and that it would 
relieve the situation. But, first of all, you have to arrange it so 
that the bank must let him have the money if he comes with that 
collateral. You must arrange then and dictate the rate of interest 
and the length of the loan. If you give the farmer $30 a bale on his 
cotton — and that is away below the cost of production — ^and if you 
give it to him for 12 months, or for 90 days with the right to renew 
it for 12 months or until he sells the cotton, you will relieve the 
situation to a very great extent. 

I thank you, gentlemen, for your attention. [Applause.] 

The Chairman. Gentlemen, that ends the hearing. The committee 
will stand adjourned. 

(Thereupon, at 5.45 o'clock p. m., the committee adjourned.) 
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